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BRADBURY, WILKINSON & CO., LTD. 


—2 >< — 
DESIGNERS, ENGRAVERS & PRINTERS 
Sor 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
—_ 
PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 
HEAD OFFICE & WORKS: LONDON OFFICE: ‘ 
NEW MALDEN, SURREY ea 2 MOORGATE BUILDINGS, 
sninemeiannean E.C. 2. 
TELEPHONE: LONDON WALI, 8806-7-8 


TELEPHONE: WIMBLEDON 2500-1~2 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 


CITY OFFICES : WORKS : 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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Commonwealth #2 Bank of Australia 


GUARANTEED BY THE Pe CoMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY. 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 












SAVINGS BANK DEPARTMENT. 
Agencies are open at 3,432 Post Offices in the Commonwealth, &c. 


As at 30th JUNE, 1926. 








General Bank Balances .. he - oe - ei od £425555,190 
Savings Bank Balances .. - is o. - e a 459537605 
Note Issue Department . me ap as “ a ae 53,930,226 
Rural Credits Department = - ees ar we os 282,003 
Other Items ay : aa a i a a aa 55416, 279 









£147,721,303 

LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 

J. S. SCOTT, London Manager. 
















mm TNNTHUTHUINLUGUUTVULUUTUUTAUE UU UUUTUU ODT 


THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £470,000 


(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
MESSRS. GLYN, MILLS & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. I,LOYDS BANK ILIMITED. 
HEAD OFFICE: 
33/36 KING WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE: 
TEHERAN, PERSIA. 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 


Kerman, Kermanshah, M: asjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd 


BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KIRKUK. Bomsay. 


"THE BANK is prepared to transact Banking Business of every ~ 
description in and connected with Persia and Iraq (Mesopotamia), = 
also with Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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WILLIAMS DEACON’S 
BANK 


LIMITED 
Members of the London Bankers’ Clearing House. 
MANCHESTER OFFICE - - MOSLEY STREET 
LONDON OFFICE - - 20 BIRCHIN LANE, E.C.3 


And 191 other Offices in London, Lancashire, Yorkshire, 
Cheshire, Derbyshire, Staffordshire and North Wales. 























The Bank acts as Executor and Trustee, and as Trustee under Settlements and Debenture Issues. 


Trusteeship Departments: MANCHESTER and LONDON. 
SAVINGS ACCOUNTS OPENED. 


Money received on deposit, bearing interest and repayable on demand. Current Accounts conducted 
on agreed terms. 


COMMERCIAL CREDITS ARRANGED AND ; 
EVERY DESCRIPTION OF FOREIGN BUSINESS TRANSACTED. : 





LANCASHIRE & YORKSHIRE BANK. 


LIMITED. 
Head Office: 43 SPRING GARDENS, MANCHESTER. | 





The Bank has 151 Offices in the principal towns in the district, and in the Isle of Man, 
including 

ACCRINGTON, ASHTON-UNDER-LYNE, BACUP, BATLEY, BLACKBURN, BLACKPOOL, 

BOLTON, BRADFORD, BURNLEY, BURY, DEWSBURY, HALIFAX, HARROGATE, 

HUDDERSFIELD, LEEDS, LIVERPOOL, OLDHAM, PRESTON, ROCHDALE, SOUTHPORT, 

STOCKPORT, TODMORDEN, WARRINGTON, WATERFOOT, WIDNES, & WIGAN, &c., &c 


Subscribed Capital ‘a ie " = £2,013,120 
Paid-up Capital -s oe 33 1,207,872 












Reserve Fund - a i 1,207,872 
31st December, 1926 

Cash and Money at Short Notice a £5,135,167 

Investments aa als Sa - ne 7,590,658 

Bills of Exchange is i ne - 3,228,316 

Advances to Customers ‘a is re 9,900,511 

Deposits - “ ‘ 23,660,581 





FOREIGN DEPARTMENT: 45 & 47 Spring Gardens, Manchester. 








DISTRICT 





LIMITED. 





ESTABLISHED 1829. 





Chairman: SIR CHRISTOPHER T. NEEDHAM. 
Managing Directors: 
ANGUS A. G. TULLOCH, Esq., D.L,. WILLIAM RELPH EASTERBY, Esq. 
(Deputy Chairman) 
Paid-up Capital — - £1,896,0C0 Reserve Fund —- - £1,896,000 
Deposits - = - £52,321,531 Total Assets - - £57,484,026 
31st December, 1926. 


HEAD OFFICE: Spring Gardens, Manchester, 


Manager: HARGRAVE J. DAFFORN. Sub-Manager: WILLIAM CUNLIFFE. 
(13 Spring Gardens, Manchester, 
FOREIGN DEPARTMENT: 2 Castle Street, Liverpool, 
76 Cornhill, London, E.C. 3. 
TRUSTEE DEPARTMENT: 13 Spring Gardens, Manchester. 
75 CORNHILL, E.C. 3. 


LONDON OFFICES: {est End Branch : 
46 Old Bond Street, W.1. 


More than 370 Branches. Agents everywhere. 


LIVERPOOL OFFICE: Water Street. 


Current Accounts Conducted on Usual Terms. Deposit Accounts Opened with {1 and Upwards. Interest 
Allowed on Daily Balances. Every Description of Foreign and Colonial Business Transacted. The 
Bank acts as Executor and Trustee either alone or with an Individual. 


THE COUNTY BANK 


The Manchester & County Bank, Limited. 

















DIRECTORS : 
J. GRAHAM PEEL, Esg., Manchester, Chairman. 


GEORGE HESKETH, Esg., Bolton, Deputy Chairman. 


The Hon. MARSHALL J. BRooKks, Rawtenstall. A. S. DrEw, Esq., Burnicy. 


DONALD BEITH, Esq., Manchester. T. GILBERT DUGDALE, Esq., Blackburn. 


Sir A. MEYRICK HOLLINS, Bt., Preston. 


J. W. NIGHTINGALE. 


General Manager - - 





Head Office: 55 KING STREET, MANCHESTER. 
59 KING STREET, MANCHESTER. 
Liverpool Office - - 53 DALE STREET, LIVERPOOL. 


(With Foreign Office attached.) 


Foreign Department : 


And 172 Branches in Lancashire and adjacent counties. 
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BANK of LIVERPOOL 
& 
MARTINS LIMITED 


Head Office: 
7, WATER STREET, LIVERPOOL. 


London Office: 
68, LOMBARD STREET, E.C.3. 


Capital Subscribed £18,791,120 
Capital Paid Up 


and Reserves - 4,454,154 
Deposits, etc., at 
3ist Dec., 1926 59,819,326 


The Bank has 389 offices, also 
Agents in all the principal 
towns at home and abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 
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THE 


NATIONAL BANK 


LIMITED 


Established 1835 


Head Offices : 
13-17 Old Broad St., London, E.C.2 


Capital Subscribed £7,500,000 
Capital Paid Up £1,500,000 
Deposits, etc. £36,814,913 
(at 31st Dec., 1926) 
Reserve Fund £1,355,000 
ENGLAND 
13 Old Broad Street, London, E.C.2, 
and 26 Metropolitan & Provincial Branches 


IRELAND 
34 College Green, Dublin, 
and 229 Branches & Sub-Offices throughout 
the Country 


y 


Le 


Every description of Banking, Foreign Ex- 
change, Income Tax and Executor & Trustee 
Business Transacted 





TRADE INDEMNITY COMPANY LTD. 


Established 1918 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 
chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 
The seller is thus enabled to— 
1. Extend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world. 
In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 


Prospectus and Proposal Forms can be obtained on 
application to: 
77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 
All inquiries are treated in the strictest confidence 
MANCHESTER OFFICE: 1 BOOTH STREET 














BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 





Capital - - =  100.000.000$000 
Reserves - - = 131.456.715$571 


Paper- Currency 
Redemption Fund 324.892.896$526 


Last Dividend 20°, 














Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 






















All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 


















| BANCA NAZIONALE 
DI CREDITO 


Capital—Lit. 300,000,000 


Reserve — Lit. 30,000,000 


| Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Trieste, 


Turin, Palermo, 


Bologna, Florence, Venice. 
Over 60 Branches in the princi- 
pal industrial and commercial 


points of Italy. 


EVERY KIND OF BANKING BUSINESS 
TRANSACTED 





The British Italian 


Banking Corporation, 
LIMITED. 
12 NICHOLAS LANE 
LONDON - E.C.4 


Authorised and Fully Paid Capital 
£1,000,000 
RESERVES £250,000 


SIR F. SCHUSTER, BART., Chairman. 
GEORGE MANZI FE, Managing Director. 


THE BANK TRANSACTS EVERY KIND OF 

INTERNATIONAL BANKING BUSINESS, AND 

MORE PARTICULARLY IN REGARD TO 

TRADE BETWEEN THE BRITISH EMPIRE 
AND ITALY. 


AUXILIARY IN ITALY: 


BANCA ITALO-BRITANNICA 
Authorised Capital : Lit. 100,000,000 
Issued and fully paid: Lit. 50,000,000 

Reserves: Lit. 4,000,000 

With offices at:-MILAN, GENOA, NAPLES, 

ROME, TRIESTE, TURIN, VENICE. 
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BANGA 
COMMERCIALE 
ITALIANA. | 


Established in 1894. Head 
Office: MILAN. Capital : 
700 million Lire fully paid up. © 
Reserve Funds: 509 millions. 


Branches in every centre of 
commercial and industrial im- 
portance in Italy, and in most 
of the best known tourist 
resorts; also in London, New 
York, and Constantinople. 


Affiliated and Auxiliary Institu- 
tions in France (Paris and 
Riviera), Switzerland, Czecho- 
Slovakia, Austria, Hungary, 
Bulgaria, Roumania, Egypt, 
Brazil, Argentina, Chile, 
Uruguay, Peru, Colombia, etc. 


ALL OF WHOM 
TRANSACT BANK- 
ING BUSINESS IN 
ALL BRANCHES. 
TRAVELLERS’ CHEQUES 
ISSUED 
payable in all parts of the world. 


London Office: 


30° Threadneedle St., E.C.2. 


E. CONSOLO, Manager. 


Correspondents to the Italian Treasury 








ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) = - £2,500,000 
REST or RESERVE FUND (Oct. 1926) > « 2,571,249 
DEPOSITS (Oct. 1926) - ° - 40,457,710 


Head Office: ST. ANDREW SQUARE, EDINBURGH, 
General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L,. Secretary: J. B. ADSHEAD., 
London (City Office): 3 BISHOPSGATE, E.C.2. 
London (West End), Drummonds Branch: 49 CHARING CROSS, S.W.1. 
Glasgow (Principal) Office: ROYAL EXCHANGE SQUARE, and BUCHANAN STREET. 


217 Branches throughout Scotland. Every description of 
British Colonial and Foreign Banking business transacted. 


The Bank is prepared, in approved cases, to act as Trustee for Debenture or other Issues, etc. 


FOREIGN EXCHANGE. CORRESPONDENCE INVITED. 


COMMERCIAL BANK OF SCOTLAND LTD. 


Head Office ESTABLISHED 1810. EDINBURGH. 
General Manager - - - ALEX. ROBB. Secretary : - MAGNUS IRVINE, 
Capital Subscribed - - £5,500,000 Reserve Fund . - £1,850,000 
Capital paid up - - - £1,750,000 Deposits (1st Nov., 1926) . £33,180,000 


































London City Offic - 62 LOMBARD STREET, E.C.3. 

ANDREW W. RUSSEL i. “Manager. JOHN M. ERSKINE, Assistant Manager. 

Kingsway Branch - IMPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES. O. DAVIDSON, Manager. 

Glasgow Chief Office . 113 & 115 BUCHANAN STREET. 

ANDREW SCOTT, Manager. WIL LiAM COCHRANE. Assistant Manager. 






Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 315 Branches and Sub-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 
Foreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor er Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions. 













































: ; 
BANK OF NEW ZEALAND. 
Bankers to the New Zealand Government. 
= 
Authorised Capital - ®6,154,98S8s 
CAPITAL SUBSCRIBED AND PAID UP. 
Four per cent. , Gus aranteed Stock ... eos £529,988 
Preference ‘‘ A’’ Shares issued to the New Zeal: and Government oa “ai 500,000 
Preference ‘‘B” Shares Do. ae « 1,375,000 
Ordinary Shares im ase in de ides ore - -. _3,750,000 
£6,154,988 
Reserve Fund and Undivided Profits ... is Pee ae ai wes 3,390,378 
£9,545,366 
London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILI, Manager 
Provident Mutual Life A Associati 
Head Office: 25 to 31 MOORGATE, LONDON, E.C.2. 
ESTABLISHED 1840. 
ACCUMULATED FUNDS EXCEED £5,750,000. 
THE ATTENTION OF THE MANAGEMENTS OF BANKS IS INVITED TO THE SCHEME OF STAFF 
ASSURANCE OF WHICH THE ASSOCIATION IS THE PIONEER, AND WHICH AFFORDS SPECIAL 
FACILITIES FOR EFFECTING LIFE ASSURANCE BY MEMBERS OF THE STAFFS OF BANKS 
AND OTHER PuBLic COMPANIES. 
Full particulars and all information will be sent on application to— § 





C. R. V. COUTTS, F.I.A., 


Manager and Actuary. 
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— Savings made Simple 


THE FAMOUS VISIBLE-MONEY 


RECORDING 


They slip into the pocket. The Bank holds the key. 
Profitable to any Bank. 


Issued to millions of depositors by the 

Midland Bank Limited and by seven thousand 

other commercial and savings banks 
throughout the world. 


Automatic Recording Safe Co., Limited, 
83 Ridgmount Gardens, London, W.C.1. 


Cables and Telegrams :—NATAFE, LONDON. 





ee Propaganda made Permanent we 





NO ANY NO NO ANG NO ANC 


Send for this Beautiful Book 





PORTALS 
PAPERS 


Artistically produced, “PORTALS PAPERS” 


contains samples of fine papers, with 
examples of fine treatment. It will help 
you to select for your business, paper 
which embodies all that is best 
in British papermaking. If you use, 
specify, or appreciate paper, this book 
will interest you. A request on your 
business heading will ensure immediate 
dispatch of your free copy. 


PORTALS, LTD 


92 Fleet Street 
London, E.C.4 


Makers of Fine Paper since 1719 
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A 
GOVERNMENT 
SERVICE FOR 
BUSINESS MEN 





PERIODICAL PUBLICATIONS. 


THE BOARD OF TRADE 
JOURNAL. 


Weekly news of Trade Openings, Fairs and 
Exhibitions, Treaties, Tariffs and Customs Regu- 
lations. Trade statistics and other topical and 
authoritative articles. 30s. per annum, post free. 
Specimen copy post free. Commencing 24 
February, 1927, Supplements containing Prelimi- 
nary Reports of 1925 Census of Production will 
be included. 


OVERSEAS TRADE REPORTS. 


Supply comprehensive information on economic, 
financial and industrial conditions in other 
countries. Written by H.M. Trade Commis- 
sioners and Commercial, Diplomatic and Consular 
Officers for the Department of Overseas Trade. 
Some 40-50 reports are issued each year. {£3 
per annum, post free. 


THE MINISTRY OF LABOUR 
GAZETTE. 


The Monthly Journal on Labour questions— 
wages, hours, cost of living, strikes, unemploy- 
ment, etc.—fully illustrated with statistical 
tables. 75. a year, post free. Specimen number 


post free. 


LOCAL UNEMPLOYMENT 
INDEX. 


Monthly statistics for 637 towns. £5 per annum, 
post free. Issued to subscribers only from 
Adastral House, Kingsway, W.C.2. Specimen 
schedule post free. 


OCCASIONAL REPORTS. 
INDIAN CURRENCY. 


Report of the Royal Commission on Indian Cur- 
rency. An examination of the Indian Currency 
and exchange system; 2s. 61. (2s. 8id.).. Appen- 
dices, Evidence and Index; 5 vols. 29s. 6d. 


(30s. 9d.). 


NATIONAL DEBT AND 
TAXATION. 


The Report of the “ Colwyn”’ Committee on 
National Debt and Taxation. 7s. 6d. (8s.). An 
economic study of the first importance. Appen 
dices 5s. 6d. (55. 9}d.). 


INDUSTRIAL AND COMMER- 
CIAL EFFICIENCY. 


The Committee on Industry and Trade has 
issued a Report on Factors in Industrial and 
Commercial Efficiency; 5s. (5s. 6d.). Contains 
very valuable data unobtainable elsewhere. 


All prices are net, those in brackets include postag.. 


H.M. STATIONERY OFFICE 


LONDON: Adastral House, Kingsway. W.C.2_ 
EDINBURGH : 120 George Street. 
MANCHESTER York Street. 


CARDIFF - 1 St. Andrew's Cres. 
BELFAST - 15 Donegall Sq. W. 








( viii ) 


YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. 


(Registered in Japan.) 





Capital Subscribed and Fully Paid - 


Reserve Fund - - 


Yen 100,000,000 
n . Yen 89,500,000 


Head Office: “YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nag»ya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, 542. 


THE 


MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 
Heap Orrice : 


300 High Holborn, London, W.C.] 


Paris Branco: 26, Rue Vivienne, Paris 
BERLIN REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital - : - £1,000,000 
Paid-up Capital - - - - 700,000 
Reserve Fund & Undivided Profit - 90,000 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
London Correspondents of the State Bank of 
the U.S.S.R. 
Every kind of Banking Business Transacted. 


Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S. Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.$. of America, and everywhere in the U.$.8.R. 





- YANO, Manager. 


COMMERCIAL & INDUSTRIAL BANK 
of the U.S.S.R. 


Cable Address: ‘‘ Prombank.’’ 
Established November 1922. 
Main Office : 88 Branches 
Karunin Square, 2/7 Offices and Agencie; 
Moscow. in the Union. 


STATEMENT 


as at October 1, 1926. 
Paid and Subscribed Capital Rbls. 82,594,992 
Reserves and Special Funds 36,634,015 
Deposits and Current Accounts 189,237,789 
Discounts and Loans 350,050,666 
‘* PROMBANK"’ was established with special object 
for financing the State Industries 
and Trades of the U.S.S.R. 
It handles Exports and Imports in 
raw materials and goods manu- 
factured. 
It transacts business in Russian and 
Foreign Currency. 
Discounts and Loans to the State Industries and Trade 
Organizations on October 1, 1926, amounted to 
Rbls. 320,625,000. 


Correspondents of “ PROMBANK.” 


GREAT BRITAIN 

LONDON .. Lloyds Bank, I,td. 
Bank for Russian Trade, Ltd. 
The Moscow Narodny Bank, Ltd. 


UNITED STATES 
New York City The Chase National Bank of 
the City of New Vork. 
The Amalgamated Bank of 
New York. 
The Equitable Trust Co. of 
New York. 
CHICAGO .. The Amalgamated Trust and 
Savings Bank. 
Correspondents in all important Cities 
of Europe, Americas, Near and Far East. 


THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Employees of England and Wales.) 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 


For full particulars and explanatory literature apply to:— 
THE GENERAL SECRETARY, 


BANK OFFICERS’ GUILD, 


28 OLD QUEEN STREET, 
WESTMINSTER, S.W.1. 
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Endorsed by the Bank Commissioners of Thirty States. 


THE BANK DIRECTOR 


(Founded 1872 as The Financier.) 


Member Audit Bureau of Circulations 


The only magazine in the United States in its particular field. 
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Mr. McKenna’s Speech 


HE now quite lengthy series of 

I annual addresses delivered by the 
chairman of the Midland Bank 
constitutes a literature of criticism and 
denunciation which is, in its way, 
unique in the annals of British bank- 
ing. With the exception of a some- 
what grudging acquiescence in the re- 
adoption of the gold standard, there 
is not a single aspect of British 
monetary policy in recent years which 
Mr. McKenna has not, at one time or 
another, questioned: from the fund- 
ing of Treasury Bills to the constitu- 
tion and policy of the Bank of 
England. The constitution of the 
Bank is, indeed, a sore point with the 
eminent gentlemen who guide the 
destinies of our largest joint-stock 
bank. Long before the present con- 
troversies over the trend of our 
currency policy gave the occasion, the 
late Sir Edward Holden gave expres- 
sion to views substantially identical in 
their import to those of the present 
chairman, so far as that problem is 
concerned. But a belief in the neces- 
sity of revising the Bank Act of 1844 
is not what distinguishes Mr. McKenna 
from his fellow-bankers: in this re- 
spect he differs in no wise from the 
chairman of the Westminster Bank. 
The distinguishing feature in Mr. 
McKenna’s case is that he uses the 
revision of the constitution of the 
central bank as a pretext for attack- 
ing monetary policy in this country. 
It may be that the two are intimately 
associated with one another; even if 
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they are, an the long run, we believe 
that, so far as the immediate future is 
concerned, Mr. McKenna has greatly 
exaggerated the connection. : 

What governs monetary policy in 
this country and in the United States ? 
Mr. McKenna’s views on this subject 
have a somewhat paradoxical air. 
“In the United States,” he argues, 
“credit can be readily expanded to 
meet trade requirements more or 
less regardless of the movement of 
gold, while with us such movements 
are the guiding factor.’”’ What has 
been the current conception of Ameri- 
can policy and of our own? The 
world has been under the impression 
that in recent years it has been the 
policy of the Reserve Board to prevent 
the expansion of credit which the 
enormous inflow of gold in the United 
States might have occasioned, had the 
full potentiality of the Reserve Act 
been exploited ; whilst as regards the 
policy of the Bank of England, we 
have been under the impression that 
it was the authorities of the Midland 
Bank themselves who had in some- 
what glowing terms described how the 
Bank of England, since the return to 
gold, had by their open market policy 
prevented an influx of gold from 
expanding credit and an efflux of gold 
from diminishing the volume of credit. 
But it is, of course, undoubtedly the 
case that, since the reserve banks 
maintain a reserve ratio actually much 
greater than the law allows them, 
they could expand much more than 
they have done; whilst under the 
Bank Act of 1844 the Bank can only 
put {1 in the banking reserve if it 
gets {1 more in gold. But even with 
us the Bank can vary its reserve ratio 
if it so desires. The difference between 
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America and England in recent years, 
so far as central bank policy goes, 
would appear, then, to be less than 
Mr. McKenna now believes to be the 
case; the U.S.A. has not allowed 
inflows of gold fully to work them- 
selves out by means of credit expan- 
sion, nor has the Bank of England 
allowed loss of gold fully to deflate 
credit to a proportionate extent. The 
fundamental differences in _ policy 
must be sought in other directions 
than in the legal framework of the 
institutions concerned, and they are 
not difficult to find. They lie in the 
working of an international price- 
level. 

We venture to lay it down as a 
broad proposition that, no matter 
what the precise note-regulations the 
Bank of England may be working 
under, it cannot allow the _price- 
level to expand above the parity of 
world-prices. We do not ignore Mr. 
McKenna’s important argument that 
an expansion of credit may expand 
production and, therefore, be non- 
inflationary in its effect, but that 
argument does not directly affect the 
point we are now considering. What- 
ever the relation between the expan- 
sion of credit and the price-level, that 
expansion must not -be allowed to 
upset the parity of British prices with 
those of the rest of the world. Jf 
prices here rise too fast, gold must be 
lost and, though an elastic reserve 
ratio may postpone the time when 
remedial measures must be adopted, 
it does not, and cannot, obviate such 
remedial measures. From this point 
of view we must ask whether there is 
any evidence to show that restrictive 
measures have been pushed too far 
by the Bank of England in recent 
years. If they had been, there should 
have been a continuous tendency for 
gold to flow in, a continuous tendency 
for exports to rise, for the bank rate 
to become ineffective, and for the 
reserve ratio to improve. Certainly, 
some room for argument exists as to 
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how far bank rate need have been 
kept at the present level for as long 
as it has; but the reason for the con- 
tinuance of high bank rate is to be 
found in the after-effects of the pro- 
longed coal strike, and cannot be 
associated with the present constitu- 
tion of the Bank of England. In 
general, so long as the relative price- 
level here was what it was, however 
elastic the note-regulations of the 
Bank might have been, we do not 
think that the policy of the Bank 
could have been substantially dif- 
ferent, subject, however, to two 
provisos. 

The first proviso is that an expan- 
sion of credit in the short run is 
desirable, taking British economic 
conditions as they are, whatever the 
ultimate consequences may be. That 
is, starting from the standpoint that 
the first necessity is to ‘‘absorb the 
unemployed,” prices are deliberately 
allowed to rise, gold is deliberately 
allowed to go. If gold prices are 
elsewhere forced up, the policy may 
pay, because though some reduction 
of prices may still become necessary 
later, the world level is, nevertheless, 
higher than it was before, and relative 
equilibrium of prices might be at- 
tained in spite of the higher domestic 
price-level. Considering the large 
area over which gold prices now pre- 
vail, such a policy would be a pure 
gamble, the chances of its success 
diminishing with every extension of 
the gold standard area. 

The second proviso which would 
justify an expansion of credit is an 
elastic response to cheaper or more 
plentiful credit on the part of indus- 
try. (One notices, incidentally, that 
Mr. McKenna throws the high cost 


_of credit as a cause of depression 


overboard.) Now, if industry re- 
sponds to larger credit supplies in the 
manner predicated by Mr. McKenna, 
the question of elastic against in- 
elastic note-reserves is utterly irrele- 
vant. For, of course, if prices do not 








THE 





190 


rise, it becomes perfectly safe to let 
the reserve ratio in the banking 
department fall. Ex hypothest, since 
prices do not rise, there is no greater 
danger of a drain of gold than there 
was before, so why should the ratio 
not fall? The test of the policy is 


neither the reserve ratio nor the 
volume of deposits, but the price- 
level. Mr. McKenna is mistaken if 


he imagines that English deflationists 
“discover an inflationary taint in the 
growth of bank deposits’ when this 
growth is unaccompanied by a rising 
price-level. When it is, it obviously 
ts inflation. 

It becomes necessary to ask what 
reasons are adduced by Mr. McKenna 
for justifying a policy of expansion 
—a policy which even he admits 
contains an element of risk. The 
reason is put in the form of a some- 
what rhetorical question. ‘‘ But what 
reason is there for supposing that 
production would not be stimulated 
here as it was in the United States 
in the autumn of 1921, and at inter- 
vals since that time, when exactly 
this policy was pursued ? We make 
no such assumption when the increase 
in bank credit is due to certain purely 
fortuitous circumstances which have 
nothing to do with the requirements 
of British trade. For example, when 
the Bank of England buys more gold 
as a result of a decline in the Indian 
or German demand, the increase. in 
bank cash and, consequently, in the 
volume of credit, gives rise to no 
alarm. It is accepted as an axiom 
that an influx of gold into the Bank of 
England stimulates trade here. The 
stimulus, however, is not due to the 
Bank having more or less bullion 
buried in its vaults, but to the addi- 
tional bank cash which the purchase 
of gold creates.”’ 

Unfortunately, this passage hardly 
proves what requires to be proved. 
Mr. McKenna is not required to prove 
that credit increase stimulates “ pro- 
duction,” or that an increase in 
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bank cash “gives rise to no alarm. 
What he has to prove is that an 
increase in credit supplies will not 
raise prices, and that he really has 
not done. No doubt “production” 
will rise as prices rise, provided that 
the rise in money-wages does not wipe 
out the greater profits of the business 
man. But that is not the same thing 
as proving that the stimulus of addi- 
tional credit will be exhausted in 
expanding production and will have 
no effect on prices. It is true that 
Mr. McKenna adduces certain Amerti- 
can statistics, later on, to enforce 
the point. Between November 1924 
and November 1926, the deposits 
of “Reporting Member Banks’”’ rose 
rather less than 4 per cent., wholesale 
prices fell by 3 per cent., and the 
stock of gold fell by 1°6 per cent. 
What are we to make of this illustra- 
tion? Mr. McKenna argues that, 
“on old-fashioned theory this is a 
paradoxical situation, the simple ex- 
planation being that policy has pre- 
vailed over the movements of gold.” 
There is nothing paradoxical about 
the situation at all, and “old-fashioned 
theory” (whatever that may be) can 
explain it perfectly simply. Of course, 
a reduction in the reserve ratio can 
account for a rise in deposits and a 
fall in the gold stock; and, as for the 
relation between prices and deposits, 
of course, a more than proportionate 
rise in production will cause a fall 
in prices. But does not this in itself 
show that the productive mechanism 
is more independent of credit expan- 
sion than Mr. McKenna’s own theory 
implies? If production can rise in 
spite of a non-proportionate expansion 
in bank deposits, what becomes of 
Mr. McKenna’s whole line of argu- 
ment? Merely this: that without 
credit expansion the inherent forces 
of production would not be liberated. 
This forces one to investigate what, 
in fact, the elasticity of supply of 
effort in this country is as compared 
with the United States, and that 
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Mr. McKenna has failed to do. The 
mere fact that labour organization and 
wage-rates are more rigid here than 
in the U.S.A. should make one pause 
before it can be assumed that what 
is true of the one country must be 
true of the other. In any case, this 
general line of argument hardly sup- 
ports the demand for wide-sweeping 
reforms with which Mr. McKenna 
concludes. For, in fact, the medicine 
which Mr. McKenna asks for has 
been quite plentifully administered 
to British industry in recent months. 
Between November 1924 and No- 
vember 1926, British bank advances 
rose from 811 millions to 887 millions. 
Since prices in the interim have fallen 
from 170 to 152, this is equivalent to 
a much greater real rise. The bank 
advances have, in fact, risen on the 
basis of price parity from 725 millions 
to 887 millions. Speculative and 
industrial security indices have also 
risen greatly in the same period of 
time, so that it cannot even be said 
that the gain in advances has been 
at the expense of the capital value of 
industrial securities. 

There may be a case for an inquiry 
into the Bank Act. That case simply 
is that 7f the gold output of the world 
is likely to be insufficient in the future, 
the present regulations governing the 
note-issue mean, in fact, that the 
United Kingdom will get a larger 
proportion of the total gold stock of 
the world and, if this is not to be at 
the expense of either lower world 
prices or smaller reserve ratios else- 
where, some alteration in our present 
reserve requirements may become 
necessary. There may also be a case 
for an inquiry into credit policy; 
but neither the one inquiry nor the 
other have much relevance to our 
present situation. In fact, the present 
is the very worst time for such inves- 
tigations. They would be regarded 
as the first victory of the anti-gold 
party, would unsettle opinion here, 
and still more abroad. 


Indian Banking 


HE problem of Indian banking 

‘ is exactly the same problem 
as that of Indian railways, 
expressed in terms not of transport, 
but of finance. Imagine a country 
the size of Europe, less Russia, with a 
population of 320 million souls—one- 
fifth of the human race. Imagine 
this vast population so distributed 
that 290 millions are rural and only 
30 millions urban ; and the 30 millions 
inhabit chiefly townships of 5,000 
to 20,000 souls. The railway prob- 
lem is that of bringing quick and 
cheap transport facilities as close as 
possible, not merely to towns, but 
also to villages; for the villages are 
merely scattered towns in the sense 
that they contain the bulk of the 
population. The banking problem is 
that of bringing cheap and effective 
finance to the assistance of local 
industrial and commercial activities. 
Naturally, the railways cannot pos- 
sibly minister to the whole area. 
There are big gaps to be covered by 
local conveyances of one kind or 
another—by river or by road, by 
country boat or bullock cart. And 
here also the analogy of the banking 
system holds good. The modern 
bank with its up-to-date systems of 
accounts, its strong-rooms for cash 
and securities, can cater for the town 
or township, but must rely on indi- 
genous agencies—the Shroff, Marwari, 
or other Indian banker—before its in- 
fluence can be felt in the villages which 
hold the larger part of the population. 
These factors must be taken into 
account in any estimate of India’s 
banking progress. The towns are on 
the whole well served. Omitting for 
the moment the Imperial Bank of 
India, the paid-up capital of Indian 
joint stock banks has increased during 
the past ten years from less than {£2 
millions to over £5 millions; and the 
deposits they hold, from {11 to £40 
millions. Their reserves have doubled 
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in the same period. The paid-up 
capital of the big exchange banks has 
increased from {22 to £72 millions; 
their deposits from {22 to £52 millions ; 
and their reserves have quadrupled. 

These figures indicate considerable 
progress, but it is the progress of 
urban India. The exchange banks 
now cater for an import and export 
trade which has increased in annual 
sterling value from {£270 millions pre- 
war to {500 millions to-day. Similarly, 
the trade and industries of the ports 
and towns of India have grown 
enormously in value since before the 
war, and their increasing demands 


for accommodation are admirably 
met. To what extent does this pro- 
gress reflect a real advance in the 


banking habits of India as a whole ? 

That is the crux of the whole 
position. An answer, but only a 
partial answer, was afforded by the 
guarantee of the Imperial Bank of 
India, on its constitution in January, 
1921, by amalgamation of the three 
Presidency banks of Bengal, Bombay, 
and Madras, to open 100 new branches 
within a period of five years. Prior 
to the amalgamation the total number 
of branches and agencies of the three 
Presidency banks had been sixty- 
nine. By January, 1926, and strictly 
in accordance with scheduled time, 
the number of branches and agencies 
had increased to 170. 

But the answer was only partial, 
for this reason, that it merely extended 
modern banking facilities to 100 new 
townships which had till then de- 
pended chiefly on the local Shroff or 
moneylender. It yet remains to be 
seen whether the experiment is a 
financial success; i.e. whether the 
response on the part of the townships 
is sufficient to warrant the advance 
having been made. One thing is 
certain. India does respond readily 
and sometimes surprisingly to com- 
mercial enterprise. Many a railway 
line has been pushed in India through 
areas which seemed uneconomical, 
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to find an unexpected response of 
goods and passengers. So also the 
modern bank may find that its in- 
fluence will profitably be exerted not 
at once directly on a rural area, but 
indirectly through the Shroffs, who 
can thus secure, and pass on, financial 
accommodation which was formerly 
beyond their powers. 

The Shroff, or moneylender, is 
not the only agency interested in 
financing the Indian  agriculturist. 
No account of the progress of banking 
in India is complete without some 
reference to co-operative societies. 
These have attained considerable suc- 
cess throughout all parts of India, 
as the following figures show. Ten 
years ago there were 19,600 societies 
in existence, with a membership of 
just under one million, and a working 
capital of £7 millions. To-day, the 
number of societies in existence in 
India, as a whole—that is to say, 
including Indian States as well as 
British India—is over 70,000, with 
a membership of 2? millions, and a 
working capital of £36 millions. These 
societies have been carefully developed 
on Western, and particularly German, 
models. They are based on the joint 
and several liability of the members, 
and thus inspire a feeling of mutual 
confidence which is usually lacking 
in rural life in India. The scope and 
character of their work have also 
extended considerably. There are 
now many consuming as well as pro- 
ducing societies—societies which lend 
or sell farm implements, seed, and 
cattle on the instalment system— 
and societies which purchase cheaply 
for their members on the analogy of 
the Co-operative Wholesale Society 
of England or Scotland. Finally, 
there are urban societies which finance 
trade and industry as well as” the 
purely rural organizations. 

It was not to be expected that the 
Royal Commission on Indian Currency 
and Finance would go very deeply into 
the question of the banking needs 
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of rural India. They were engaged 
rather with the other end of the 
problem, namely, the control of the 
volume ‘and circulating efficiency of 
India’s currency, and the co-ordina- 
tion of the currency and _ credit 
policies of the country. They have 
recommended the removal of the 
present control of currency and credit 
from Government hands to those of a 
central, or, as they would call it, 
a Reserve Bank. To this bank would 
also be transferred the control of 
Government accounts at _ present 
vested in the Imperial Bank of India. 
The reserve bank would be given the 
sole right of note issue, and the notes 
of the bank would be full legal tender 
guaranteed by Government. 

There is very little doubt that, 
theoretically at least, the reforms 
suggested are all to the ultimate 
good of India. It is sound that the 
control of currency should be re- 
moved from political to non-political 
agents. It is sound that currency 
and credit responsibilities should be 
united in a single body; and that that 
body should be entrusted with the 
function of maintaining the India 
Office in funds. 

There is one drawback in the new 
scheme. Although it does not materi- 
ally impair the capacity of the Im- 
pe ‘rial Bank of India for useful work 
in the commercial life of India, it 
does remove from that bank a certain 
amount of the gilt which Government 
custom has attached to it. The 
reserve bank will in future handle 
Government funds, but will not 
attract private deposits. Is _ there 
any danger that the private depositor 
will think twice before risking his 
money with the Imperial Bank of 
India now to be shorn of half its 
glory ? 

It is a risk to be run, but not, on 
the whole, a very serious risk. After 
all, the Imperial Bank has built up 
astrong and sound reputation through- 
out the country. Not only that, but 


it has also shown its interest in local 
developments by opening the 100 
new branches which it guaranteed to 
open, and thus bringing banking 
facilities closer to the doorsteps of 
the people. There are many critics 
who say that it is too early yet to 
think of a central bank. The cost 
will be fairly heavy, and there is no 
need to hurry a reform of this calibre. 
On the other hand, public opinion in 
India is undoubtedly in favour of the 
formation of a central or reserve bank, 
on the lines of the Continent and 
America. It will be an expensive 
luxury, but India is obviously pre- 
pared to foot the bill, and the advan- 
tages to be obtained in future by the 
expert handling of the currency and 
credit resources of the country are 
no mere chimera. 

This being so, is it possible, as part 
and parcel of the reforms now pro- 
posed, to make the Imperial Bank of 
India still more popular with the rural 
as well as the urban communities ? 
One suggestion has been made which 
is worth considering. In spite of the 
fact that co-operative societies, both 
rural and urban, have already shown 
signs of vigorous growth, there are 
some who think that the facilities 
they offer might yet be still further 
extended with advantage. Would it 
be possible and desirable to entrust 
to the Imperial Bank of India the 
duty of keeping a fatherly eye on the 
technical side of this movement ? 
It is not suggested that the actual 
administration should be in_ their 
hands ; for administratively they must 
continue to be subject to the control 
and criticism of the local communi- 
ties whose needs they serve. In 
other words, nothing must be done 
which will prejudice their educative 
effect. But the purely technical side 
of audit is one which might be en- 
trusted to the Imperial Bank—coupled 
with the actual maintenance of 
balances. A measure such as this 
would extend to the bank itself the 
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opportunities for useful investment of 
surplus funds. It would undoubtedly 
increase popular confidence in the 
bank. And, finally, it would help to 
achieve the object in view, namely, 
the extension of banking facilities 
to the rural areas and agricultural 
activities of India, as well as to the 
urban areas and to manufactures. 


An Excellent Precedent 


Y giving some insight into the 
B details of the overdrafts granted 

by his bank, Mr. Beaumont 
Pease has done a considerable public 
service, and no less a service to the 
cause of economic science. He has de- 
stroyed a bad convention and, better 
still perhaps, has wrecked some illusions 
as to the character of the business 
carried on by the British banks. 

The very nature of branch bank 
organization implies that bankers can 
follow closely every ebb and flow in the 
business of the country. So long as 
the banks were smaller, the tendency 
of business in different parts of the 
country could be followed, not very 
closely, perhaps, but still within 
limits, by divergent movements in 
the figures issued by local banks. 
The amalgamation movement largely 
destroyed even this aid to an under- 
standing of what was happening. 
It is only by publishing details that 
the joint-stock banks can overcome 
the disadvantages arising in this 
respect from the integration of bank- 
ing. No such disadvantage obtains 
in the United States, for instance, 
with its 30,000 banks. Even very 
uninformative balance sheets enable 
comparisons to be drawn between 
different sections of the country so 
long as the banks continue to be 
separate entities. But it so happens 
that American banking statistics are 
immeasurably superior to our own, 
even apart from the consideration 
already touched upon. 

3ritish bankers are often criticized 
for the meagre information given in 
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their accounts. But in every age there 
have been a few men—men of the 
calibre of Vincent Stuckey—who real- 
ized that ignorance, not knowledge, 
is the breeding-ground of distrust and 
suspicion ; and though bankers may 
rightly claim that they are in close 
touch with the currents of business 
opinion, it is true also to say that they 
have not entirely appreciated the 
increasing interest in banking affairs 
shown by persons unconnected with 
the banking industry, whilst some 
bankers have neglected the notorious 
fact that the Labour Movement as a 
whole is bitterly suspicious of the 
banks—a suspicion born largely of 
ignorance and not of ill-will. The 
obvious cure for this suspicion is 
publicity and more publicity. It lies 
in proving that the banks have 
nothing to conceal, and are quite 
willing to put their cards on the table 
if the nature of their operations is 
questioned. 

What appears, overwhelmingly, from 


the overdraft figures, and from cer- 
tain other facts mentioned by the 
chairman of Lloyds Bank, is that 


“cc 


the average “‘capitalist’’ is still quite 
a moderately well-endowed person. 
The average credit balance is £227; 
the average overdraft of 84 per cent. 
of the total number of borrowers is 
£614; we have not the slightest doubt 
that if the other four large banks were 
to publish their figures, they would 
not differ substantially from those of 
Lloyds Bank. Since the geographical 
distribution of the branches of the 
Big Five is still somewhat different, 
differences in the recorded figures 
would throw most useful light upon 
local variations of well-being and 
economic status. 

Bankers are sometimes inclined 
to ask what wse publication of 
figures of this sort can _ possibly 
have? If a systematic publication 
of these figures were to take place, 
economists would for the first time 
be provided with the straw with 
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which to construct economic bricks. 
It would enable a comparative inves- 
tigation into the indebtedness of 
different industries inter se, into the 
movement of this indebtedness at 
respective stages of the credit cycle, 
and would enable some idea to be 
obtained of the “time-lag’’ between 
maximum prosperity in an industry 
(as revealed, say, by the Unemploy- 
ment Insurance figures) and _ the 
maximum aggregate borrowed by the 
industry ; it would enable comparisons 
to be drawn between the credit 
needs of particular industries during 
a depression and during a boom; 
it would throw light upon the seasonal 
adjustments of credit between par- 
ticular industries, and the like. For 


analysis of the industrial system, 
viewed from the standpoint of the 
banker, of the highest possible interest 
and value. 

The time has come when British 
bankers can acknowledge that some 
of their present balance-sheet prac- 
tices are simply obscurantist. What 
objection can there possibly be to 
differentiating between sight and 
time deposits, for instance, a differen- 
tiation which is regularly made in the 
bi-monthly balance sheets issued by 
the German banks? Why should 
not foreign bills be separated from 
domestic bills, as recommended by 
the Cunliffe Committee ? Why should 
it be impossible to tell what pro- 
portion of the total Treasury Bills 
outstanding are being carried by the 
banks ? Why should not balances 
abroad be separated from loans and 
advances, a reform also advocated 
by the Cunliffe Committee ? Either 
there is some advantage in concealing 
the truth or there is not. If there is, 
let us learn what these advantages 
are. The fact is that in the present 
state of British economic life, the 
truth is more important than the 
competitive advantage of showing 
the largest figures of advances, or of 


discounts, obtained by lumping dis- 
parate items together in a manner 
which deceives no one, especially as 
explanations are forthcoming to show 
why the figures are really not what 
they seem to be. 

We hope that the chorus of praise 
which greeted Mr. Pease’s speech will 
encourage him to go further than he 
has already gone. His Inspection 
Department can perform a most use- 
ful piece of work if it does not merely 
provide average figures, but, for 
example, will give him the “frequency 
distribution ”’ of the loans of his bank, 
that is, the size of loan which is most 
frequently given in each of the cate- 
gories, and the range between the 
largest and the smallest loans. We 
hope further that he will give us on 
a subsequent occasion the complete 
list of industries and the loans made 
to them—most of all, we hope that 
he will be stimulated in producing 
these figures at least every six months 
on a uniform basis. Meanwhile, we 
congratulate him most heartily on 
inaugurating a new chapter in the 
history of British banking statistics. 


New American Correspondent 
of The Banker 


R. HENRY PARKER 
M WILLIS, Professor of Banking 
‘in Columbia University, has 

been appointed American correspon- 
dent of THE BANKER. Mr. Parker 
Willis played a considerable part in 
formulating the general scheme for the 
Federal Reserve Bank, and he was the 
first secretary and Director of Analysis 
and Research to the Federal Reserve 
Board. He was also editor of the 
Federal Reserve Bulletin, and he 
recently served as chairman of the 
Irish Free State Banking Commission. 
Beginning with this issue, Mr. 
Parker Willis will contribute a review 
of American banking affairs to each 
issue of THE BANKER. His articles 
should be of value to all interested 
in the progress of American banking. 
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The Financial Policy of the 


Italian Government 
By Count Volpi 


Minister of Finance in the Kingdom of Italy 


N an article I wrote for a previous issue of THE 
| BANKER, I attempted to describe the main lines of 
Italy’s economic position, and I expressed the 
opinion, based on a reasonable degree of optimism, that 
Italy was progressing towards the financial improvement 
and economic adjustment which Fascism was pledged 
to achieve. I remember that I wrote that article in 
Paris, during a short stay in that city on my return from 
London, where I was able to arrange a satisfactory settle- 
ment of our War Debt with Mr. Winston Churchill. 
That was one of the main problems for Italian finance, 
when, after re-organizing taxation and converting the 
budget deficit, which Fascism inherited from previous 
Governments, into a surplus, there was still on the 
balance the unknown quantity of what was owed to our 
Allies in respect of the advances which had been received 
during the war in order to carry on the common cause. 
Italy, like every other nation, went through a troubled 
post-war period, during which she was confronted with 
the menace of Communism. The Fascist Government, 
which originated in Milan in March 1919, under the 
leadership of the present Prime Minister of Italy, Signor 
Mussolini, developed very rapidly into an irresistible 
political movement which carried with it the flower of 
the youth of the country and the great masses of workers. 
So the victorious march on Rome of October 1922 not 
only implied the advent to power of a party which 
already included in its ranks the largest and best part of 
the nation, but contained in itself the seeds whence the 
“incorporation ’’ within the State of the working masses 
originated. In fact, only a movement of a mainly 
popular origin and development would create an organiza- 
tion evolving “ class co-operation ’’ and a “ legal federa- 
tion ’’ of more than twenty million citizens. It is only 
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through the strength and the popularity of the movement, 
entailing a new political order, that it was possible to 
deal with the problem of reconstruction on lines necessary 
to overcome difficulties which may be fairly described as 
gigantic. It should be remembered that the cost of the 
war to Italy amounted to 164,000 million lire, and of 
that total only one-fifth was borrowed from the Allies 
that Italy contributed to the relief of Austria, Hungary 
and Bulgaria, her former vanquished foes, when the 
latter were struggling in the throes of a desperate crisis ; 
that the portion of German Reparations assigned to 
Italy was exceedingly small and the whole of it has been 
set aside for the payment of her foreign war debt. To 
implement this policy the whole of what is due to Italy 
in accordance with the Dawes Plan has been assigned 
to a War Debts Sinking Department (Cassa di Ammorta- 
mento dei Debiti di Guerra) which has been placed under 
the administration of the Deposits and Loans State 
Bank (Cassa Depositi e Prestiti) with the fullest autonomy 
both as regards budget and transfer requirements. In 
addition, Italy from her own resources provided for the 
reconstruction of her provinces devastated in the war at 
a cost of about 12,000 million lire as against actual 
damages to public and private properties valued at 

35,000 million lire. She has fully discharged the ex- 
pe nditure for war pensions and compensation for personal 
damages in the war at the cost of a further expenditure 
of 27,000 million lire. A nation which has sustained such 
an effort and was also able to provide her Exchequer 
with sufficient means to balance the budget, was surely 
entitled to the fair consideration shown “to her by her 
creditor nations. 

Having settled the two most vital questions relating 
to the budget and the war debts, the Italian Government 
were confronte d by a number of problems which required 
constant attention and awaited definite and immediate 
solution. It was necessary from the outset to ascertain 
the limits of economic possibilities and to establish a 
balance between the available resources and such possi- 
bilities. For instance, the development of Limited 
Companies had been too great. In 1913 the net invest- 
ment of new capital in such Companies slig ghtly exceeded 
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156 million lire, and the aggregate paid-up capital of 
Italian Limited Companies amounted then to 5,600 
million lire. In the year 1922 the net investments rose 
to over 1,000 million lire, in 1924 to nearly 5,000 million, 
and in 1925 they exceeded 8,000 million lire. Even 
accounting for the depreciation of the currency, the 
development of Limited Companies was obviously ex- 
cessive, and at the end of the year 1925 the total paid-up 
capital of Limited Companies amounted to over 36,000 
million lire. It was, therefore, necessary to restrict 
the growth of these Companies, and to establish certain 
rules for the raising of fresh capital. A Government 
Order to that effect was issued on March 11, 1926, and 
as a result (between the months of April and December 31, 
1926) the net investments have fallen to within 
2,500 million lire as against 6,000 million lire in the 
corresponding period of the year 1925. 

Another instance can be found in the reforms effected 
in the building industry. That industry presented 
considerable difficulties. Building had been conducted 
on too large a scale and was lacking in organization. 
Measures had, therefore, to be taken to establish order 
and to curtail the construction of luxury buildings so as 
to prevent the housing problem from being plunged 
into even greater chaos than that which actually existed. 
It is sufficient to say that the measures taken by the 
Government have been remarkably effective. 

These two instances are typical of the Government 
policy, based upon the principle that production and 
industry should be furthered through discipline and 
efficiency, but without recourse to imflation. For in- 
flation is, broadly speaking, the development of national 
production by an excessive expansion of credit. It 
must lead inevitably to disaster, and the measure of 
artificial prosperity it creates will be the measure of 
failure and misery that must surely follow. 

The Italian Government has never failed to appreciate 
this principle, and now that problems of a more pressing 
nature have been settled we have redoubled our energy 
in strengthening the currency of our country. I will 
give a few figures as an illustration. The total circulation 
of notes, which on September 30, 1925, amounted to 
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21,754 million lire, was reduced to little over 20,000 
million lire by October 31, 1926, and had fallen to below 
that figure on December 31, 1926. 

In order to ensure effective currency control, it was 
necessary to unify the note-issuing rights, which were 
divided between the Bank of Italy, the Bank of Naples, 
and the Bank of Sicily. This division had no ratson 
d’étre after Italy became a united nation. Though 
the concentration of the issue rights was talked about 
for more than forty years, and could not be effected even 
by the efforts of so great a statesman as Francesco Crispi, 
it has been effected by the Fascist Government without 
the slightest inconvenience. 

In pursuance of its firm policy of cautious deflation, 
the Government transferred to the Bank of Italy the 
proceeds of the Morgan Loan of go million dollars, 
thus paying off 2,500 million lire of the amount of ad- 
vances received from the latter. By this means the ratio 
of the Bank’s gold reserve to the notes in circulation was 
raised from 10°62 per cent. on August 31 to 13°46 per 
cent. on October 31, 1926. With the same object, and 
in connection with the programme of currency restoration, 
the Government have undertaken the funding of the 
floating debt by converting the Treasury Bills and Bonds 
outstanding into Bonds of a National Perpetual Loan 
known as the “ Littorio Loan,” and at the same time 
fresh money has been raised by a public issue of the same 
Loan. 

On October 31 last, the capital value of the internal 
national debt was 85,185 million lire. Of the latter, 
44,612°6 million lire were funded and irredeemable, while 
40,572°4 million lire were repayable at various maturities, 
including an amount of 1,875 million lire of currency 
notes, issued by the Treasury, outstanding. The element 
of instability of this huge redeemable debt consisted 
chiefly in the amount of 27,869 million lire of Treasury 
Bills and Bonds, forming about two-thirds of the total. 
Treasury Bills alone, maturing at dates from three to 
twelve months, amounted on October 31 to 15,489 
million lire. The approaching maturities of the bills 
might have been a danger to the Treasury, inasmuch as 
any untoward circumstance or even the temper of the 
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holders could have caused a sudden and overwhelming 
demand for reimbursement, thus placing the Treasury 
in difficulties and compromising its programme in support 
of the currency. On the other hand, the Treasury Bills 
that should naturally be in the nature of self-liquidating 
bills for limited amounts, had in the post-war period 
degenerated into a permanent form of investment. So, 
warned by the experience of France and Belgium, the 
Italian Government took the definite course of converting 
the Treasury Bills and Bonds into funded obligations, 
and, while t taking the step with due caution, afforded 
ample compensation to the holders of Bills and Bonds 
according to the maturities involved. Thus the Fascist 
Government funded upward of 20,000 million lire of 
short-dated debt, which is without precedent in the 
financial history of the country. Why was the conversion 
of Treasury Bills and Bonds accompanied by a public 
issue of the “ Littorio Loan’? ? The answer to this 
question is very simple, and I gave it in the address which 
I delivered to the Senate on December g, 1926. I said 
on that occasion that the Bank of Italy had actually 
imposed a restriction of credit, but it had been on a very 
moderate scale. On the other hand, for fears that were 
totally unjustified, a considerable amount of money had 
been withdrawn from circulation and the Government 
wished this money to go back into circulation to meet 
the requirements of agriculture, industry and commerce. 
The splendid results of the Loan prove that the appeal of 
the Government has been fully appreciated by the Italian 
people. 

As a matter of fact, the funding of the floating debt 
was an indispensable operation in order to consolidate 
the National Finances and to ensure the regular and 
favourable dev elopment of our monetary policy. It will 
not entail an additional burden on the dead-weight 
internal debt as compared with the figure outstanding at 
the beginning of the present financial year, nor will it 
bear a heavier expenditure on interest account than 
would have been necessary if the funding had not taken 
place. Again, I will leave it to the figures to speak for 
themselves. 

The dead-weight internal debt of the kingdom, which 
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on June 30, 1922, aggregated g2,856 million lire, had been 

reduced at the close of the last financial year (June 30, 

1926) to 91,309 million lire. On December 31, 1926, the 

figure had fallen to 84,485 million lire. So during the six 

months there was a net reduction of the debt by 

L.6,824,000,000. 

On the other hand, as a result of the issue of the 
Littorio Loan the following approximate addition ito 
the public debt has taken place : 

L.3,188,305,000 in respect of the conversion of L.20,353,000,000 
Nom. Cap. of Treasury Bills and Bonds into 
4-23,541,305,000 Nom. Cap. of Consolidated Loan 
according to the terms of conversion, inclusive of 
premium adjustments ; 

I..3,150,000,000 in respect of fresh subscriptions to the Loan actually 
received, making in all: 


1..6,338,305,000 of new capital indebtedness. 


Consequently, against a reduction of the national debt of 
L.6,824,000,000 which had taken place between June 
30 and December 31, 1926, there is an increase of 
L.6,338,305,000 due to the funding of the floating debt 
and to the issue of the new Loan. The amount of sub- 
scriptions to the Loan yet to be received from abroad is 
likely to cover the balance. 

The Littorio Loan has certainly been extremely 
popular. To its success all classes have contributed. 
The working and middle classes have subscribed to the 
utmost of their capacity. On the other hand, the financial 
and industrial interests have appreciated that the new 
money paid into the Bank of Issue in the form of fresh 
subscriptions to the Loan would enable the Bank to afford 
larger credit facilities to meet the legitimate demands of 
Italian production. 

Italy has thus pursued a policy of what I might 
describe as national self-restraint and of slow and cautious 
deflation. We are well aware that in the management of 
affairs of great magnitude and delicate equilibrium, it is 
essential to proceed with prudence if one wishes to succeed 
with the minimum disturbance or damage. There is 
even greater force in this principle if one applies it to 
financial affairs as we have done and will continue to do. 
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The New Headquarters of 
Lloyds Bank 


By Professor C. H. Reilly, F.R.I.B.A. 


HREE out of the five great banks are at the 

| present time rebuilding their headquarters in 
London, and the sixth in order of magnitude, the 

Bank of Liverpool and Martins, is doing the same on an 


PERSPECTIVE OF LOMBARD STREET FRONT 
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equally magnificent scale in Liverpool. At the same 
time the Bank of England is rearing a vast new structure 
behind the stately but rather grim, old windowless walls 
which were built a century ago when the Gordon riots 
had disturbed men’s minds. In addition, therefore, to 
their ceaseless activity in erecting new branches, the chief 
banks are engaged on great building schemes which will 
affect for good or ill not only their immediate surround- 
ings but, such is their scale and importance, the 
course of civil architecture in this country. It has often 
been pointed out in this journal that, from the extended 
range of their activities in every town and v illage through- 
out the land, these banks are the greatest patrons of 
architecture that we have. Here, for their headquarters, 
with the vast wealth at their disposal, they are creating 
the palace architecture of our time. No longer is a new 
Blenheim Palace or a new Hampton Court a conceivable 
addition to our wealth of great buildings. In their place 
the contribution of the age consists of buildings like 
Britannic House and Adelaide House, or a_ great 
bank building, such as the new one for Lloyds here 
illustrated. 

The site is a fine one, close to the Bank of England, 
the Exchange, and the Mansion House, with a frontage 
of 150 ft. to Cornhill and 50 ft. more to Lombard Street. 
Pope’s Head Alley connecting these two streets will be 
embedded in the building. As a result of a small limited 
competition, the new building is being jointly designed 
by Sir John Burnet and his partners, and Messrs. Camp- 
bell Jones, Sons and Smithers. This galaxy of authors 
has, however, produced, as the drawings show, an entirely 
unified scheme. One would imagine from so Many names 
that, like a modern revue, the “result might be good in 
parts, but not wholly so. As far, however, as these draw- 
ings show, the same monumental feeling and character per- 
vade the whole. The great scale is maintained. The palace 
or temple character—I do not know which to call it, for 
it seems to partake of both—prevails at any rate wherever 
the public sees the building. Both fronts are similar, 
as they should be, and the banking hall is on a scale to 
correspond. The manner of the exteriors is that of Sir 
John Burnet’s earlier one, more akin, that is, to his north 
front of the British Museum than to the starkness of 
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Adelaide House or the Teutonic vigour of the new Vigo 
House in Regent Street. Perhaps this is dictated by the 
Roman columnar buildings in the immediate neighbour- 
hood, such as the Exchange and the Mansion House. 
Whether it has been or not, the use of a large order of 
columns running through three stories and standing on a 
great base seems justified here if anywhere. These fluted 
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columns, round on the Cornhill front and square on the 
Lombard Street one, give a sense of richness and strength 
to the facades, which is well emphasized by their being 
inset in each case between two plain flanking surfaces, as 
well as by being separated from the ground floor arches 
by a plain story. These colonnades are made notable 
and impressive, too, by starting so high above the ground. 
They have, indeed, a touch of romance placed where 
they are. They seem to suggest noble apartments 
raised out of reach of the ordinary man in the street. 
This effect as well as the general scale is enhanced by 
the small balustrade at their feet. If you look carefully 
at the Cornhill front in the illustration it seems a great 
height for London. If you then look at the building 
next door you see that it is not so. It is the ordinary 
height that the Building Act allows, 80 ft. to the top of 
the front wall. It is the fine adjustment of parts that 
gives this sense of scale. A building so designed is bound 
to look taller, more imposing, and actually bigger than 
its neighbours, even if it is not actually so. That it does 
so is, however, a great tribute to its authors. Part of this 
fine, massive effect is obtained by the setting back of the 
two upper stories behind the main cornice and by carry- 
ing them up vertically instead of behind the usual Lon- 
don roof. The apparent mass of the building is in this 
way greatly added to; the solid stone stories being so 
much more weighty and powerful than any roof or gables 
could be. The mass, too, of this superstructure is further 
enhanced by the flanking blocks at either end which, 
while buttressing it, form valuable foils to it. 

Coming now to the ground floor, we find on each 
facade a row of fine arches with deeply coffered and en- 
riched soffits, suggesting great massiveness in the wall 
they carry and penetrate. This row of great arches, 
plain on the face but rich in their returns, will be very 
imposing as seen in perspective by every passer-by, 
either in Lombard Street or Cornhill. Their power will 
be further increased by the great bronze screens which 
are built up in them. The upper portions of the fagades 
mean little to folk on the pavement of a City street, 
hence the great value of this imposing arcade. Alto- 
gether these two fronts promise to be very notable 
additions to the architecture of the City. They possess 
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the qualities of all great architecture, according to Wren, 
in a very high degree. They are masculine and unaffected. 
Their effects are obtained in a broad and simple manner 
without any tricks. In each case the plane of the street 
is well maintained. In spite of their columns the cliff- 
like character is there. Yet the resulting building has 
dignity and repose. It is a fine achievement. 

Internally the building is symmetrically planned, 
which is a very happy result to obtain on an irregular 
City site. Down the centre, as will be seen from the 
ground-floor plan, runs the banking hall, well marked by 
a range of Ionic columns with massive square piers 
behind them. The banking counter is in front of these— 

a solid Travertine wall surmounted with bronze grilles, 
which accords well with the solidity of the piers. This 
hall, indeed, with its emphasis on the part given up to 
the ‘public, as well as by its massiveness and strength, 
at last introduces E ngland to the American type of bank- 
ing hall. The public here will not be in any irregular 
space left over by the clerks. They will feel that they are 
in their own hall, and that this hall for their service is a 
noble apartment. They ought to feel flattered. No doubt 
they will, and feeling flattered they ought to feel grateful 
to L loyds, as well as be impressed by the solidity of the 
institution that can build for them in this way. That, at 
any rate, is the American view. It is very interesting 
to see it adopted here. A great feature of this hall, not 
shown in the illustration, will be the great staircase at 
one end turning both ways round a coupleef wells. This 
is more English. Staircases in America are relegated 
to the minor function of fire escapes. Hence no American 
banking hall would have the picturesque effect of its 
main vista ended by a great staircase. This is to our 
advantage, and our more domestic tradition justifies it. 
One presumes this staircase, however, having served 

fine architectural purpose on the ground floor, sinks to 
comparative insignificance above. That the plan does 
not show, but one can hardly imagine that it marches 
all the way up the building in this noble way. A site in 
Lombard Street may not be quite as valuable as one in 
Wall Street, but even Lloyds could hardly afford that. 

This ereat building contains the City office of the 
bank, besides its headquarters. The ground floor and 
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part of the first are given up to it. The remainder of the 
building will be occupied by the various departments of 
the headquarters organization. There are below all this 
three basements of vaults, and above it luncheon rooms 
for the whole of the staff as well as for the directors and 
managers, the largest of these seating 200. Rooms for 
light refreshments and recreation rooms for men and 
women are also provided. The bank, while it is serving 
the public in fine apartments, is also taking good care of 
all its employees. This, too, is as it should be. 
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A Weak Spot in Our Financial 
Organization 
By W. W. Paine 


Director of Lloyds Bank 


T seems not altogether inappropriate to the pages of 
THE BANKER to call attention to what, for many 
years past, I have felt to be a defect in our otherwise 

highly-organized system of applied finance, which has 
had a distinctly prejudicial effect upon our industries 
in the past and may in the future also be inimical to our 
commercial progress. 

I allude to the absence of any adequate organization 
for the development, in their earlier stages, of new 
enterprises, processes, and inventions. 

Many a valuable industry has been lost to this country 
from this cause, a notable example being the manufac- 
ture of aniline dyes from coal-tar products. The original 
discovery, upon which this was founded, was made by 
an English chemist seventy years ago, but, owing to 
lack of financial interest and support, it passed to Ger- 
many, where it was fully developed and became, as all 
the world knows, one of the most valuable industries 
of that country. Many other cases of a similar kind, 
though not perhaps of equal importance, could be cited, 
and I have frequently heard manufacturers and others 
complain of the absence of any high-class financial 
organization for dealing with such cases as a serious 
drawback to industry. 

In Germany, before the war, this function was largely 
performed by the leading banks, each of which was 
closely associated with a particular group of industries, 
and was ready to finance the development of any new 
invention, process, or industry likely to be of advantage 
to that group. This necessarily involved a Considerable 
lock up of funds, and from some points of view was 
unsound; and, in any case, such a system would be 
entirely unsuited to this country, where the conditions 
of trade and banking practice render it of primary 
importance that the resources of the banks should be 
maintained in liquid and mobile form. 
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Nor does such development work fall within the 
province of our issuing houses, whose functions do not 
arise until an industry or invention has been sufficiently 
proved on a commercial scale to justify an appeal to the 
public for capital. 

To some extent it was performed, in earlier times, by 
the old private firms of merchant bankers, who have been 
termed the “Spearheads of Commerce,’’ but, in these 
days of high taxation and heavy death duties, they could 
not be expected to face the lock up of so large a proportion 
of their resources as this work would involve. 

But the absence of such an organization has had, and 
will continue to have, most unfortunate results. 

It has forced the flotation of new enterprises and 
inventions into the hands of company promoters, who, 
as a class, do not stand high in public estimation, and 
who have not sufficient capital at their command to enable 
them to bring such enterprises and inventions to the 
proper stage of proof and development before they are 
offered for public subscription. 

The result of this has been that the public has been 
induced to subscribe to many ventures which never 
ought to have seen the light at all; many more which 
had merits have been ruined because the necessary spade- 
work had not been done before heavy and ill-directed 
expenditure has been embarked upon; and, in conse- 
quence, hundreds of thousands of pounds of the public’s 
money has been wasted and lost, and the whole business 
of promotion has been discredited. 

This represents a dead loss to the community and a 
consequent check to our industrial progress, and, besides 
directly playing into the hands of the Soc ialists, who 
advocate that all these things should be in the hands of 
the State, has rendered it extremely difficult to find money 
for new inventions and enterprises of real value and 
promise, which, as a consequence, may be lost to this 
country. 

To some extent, no doubt, the difficulty can be met by 
the organization of research departments within each 
industry, to which sufficient funds would be assigned 
for experimental work and for the development of new 
processes and inventions likely to be of service to that 
industry. But that is only practicable in the case of 
big businesses which can themselves command the 
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services of technical experts, and can afford to devote 
the necessary funds to research work, and in any case it 
only offers a partial solution of the problem 

Such an organization as I have suggested might also 
render useful service in reorganizing and nursing back to 
prosperity established industries which, owing to bad 
management or other causes, have temporarily fallen 
on evil times, and are not, for that reason, in a position 
to obtain from any other source the funds which are 
required to put them again on their feet. 

It would gradually attract to itself many of the most 
promising new inventions and enterprises and, though, of 
course, their ultimate success could not in all cases - 
assured, for there must always be an element of risk, i 
would gain the confidence of the public by assuring aa 
that any new venture offered under its auspices for public 
subscription had been thoroughly and honestly inves- 
tigated, that all unnecessary risks had been eliminated, 
and that they “would have a fair run for their 
money.” 

I shall probably be criticized as a dreamer putting 
forward an impracticable proposal, but it does appear to 
me that, under any well-organized system, the proper 
and legitimate development and promotion of new enter- 
prises should be treated as a matter of the greatest 
importance and value to the industrial progress and 
increase of the wealth of the community, and should 
attract men of the highest financial and organizing 
ability. 

The difficulties are, no doubt, great, for the investiga- 
tion of new ventures of various kinds, and the preliminary 
development of such as might be selected for that purpose, 
would involve a very considerable amount of capital, 
thoroughly sound and discriminating management, and 
the command of the services of highly-trained experts 
in various departments of commerce. 

I cannot attempt, in a short article such as the present, 
to deal with this question in further detail, and must 
therefore content myself with having called attention 
to it and with saying that it is my belief that such an 
organization as I have indicated, formed with adequate 

capital and under proper auspices, would not only prove 
a remunerative undertaking, but would be of great and 
permanent advantage to the community. 
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HE first weeks of the year 1927 have shown that 
the banking conditions already in full effect at 


the 
the present. 
point. 


There is as yet no indication of any 
On the contrary, the general direction of growth 


close of 1926 are likely to be maintaine d for 


“turning 


and the same general dange Ts the it have been well-marked 


heretofore, are continuing to show themselves. 


In order 


to get a general idea of the background against which 
present conditions must be viewed, it is worth while to 
scan the following statement representing the principal 


resources and _ liabilities 


of 


the 


reporting 


member 


banks of the Federal Reserve System at a date near the 


beginning of the New Year : 


RESOURCES AND LIABILITIES OF 
DECEMBER 29. 


PRINCIPAL 


MEMBER BANKS IN LEADING CITIES 
MEMBER BANKS. 


ALL REPORTING 
Number of reporting banks 
Loans and discounts, gross : 
Secured by U.S. Government 
obligations 
Securities by stocks and bonds 
All other loans and discounts . . 
Total loans and discounts 
Investments : 
U.S. Government securities 
Other bonds, _ stocks, 
securities 
Total investments 
Total loans and investments .. 
Reserve balance with F.R. banks 
Cash in vault 
Net demand deposits 
Time deposits 
Government deposits - 
Bills payable and rediscounted 
with F.R. banks : 
Securities by U.S. Government 
obligations 
All other 
Total borrowings 
banks 


and 


from F.R. 





AS OF 


Dec. 29, 1926. 
6858 
$144,075,000 


5,708,092,000 
8,717,058,000 
$14,509,225,000 


3,215,290,000 


2I 
540,254,000 
, 110,049,000 
1,674,541,000 
323,310,000 
13,082,058,000 
5,792,255,000 
163,065,000 


$5, 
$20 


301,290,000 
210,170,000 


$511,465,000 


REPORTING 


Dec. 30, 1925. 
719 
$170,107,000 


5,.759,078,000 
8,305,604,000 


$14,235,389,000 
2,516,468,000 


2,945,168,000 
$5,461,636,000 
$19,697,025,000 
1,733,935,000 
338,031,000 
13,260,670,000 
5,348,036,000 
225,646,000 


371,252,000 
183,829,000 


$555,081,000 
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It will be observed that while these alterations are in 
no case remarkably striking, they are, when taken 
altogether, indicative of the same general trend toward 
expansion which has been noted in many quarters. 
Particularly is it worth while to note that there has been 
of late another great increase in loans protected by 
stock and bond collateral. The movement is especially 
conspicuous in that group of loans which is classified by 
the Federal Reserve Board as “ brokers’ loans.’”’ These 
now amount to about $2,800,000,000, and are thus well 
up toward the figure that had been reached prior to the 
“slump” of last spring, when recessions of a violent 
character cut almost all stock market prices to low levels. 
Unquestionably, the present state of things in American 
banking is one which is characterized by a distinctly 
inflationary tendency, emphasizing that fact by the 
growth, in the portfolios of banks all over the country, 
of types of paper that are anything but liquid. 

** * x ** 

Two important changes in legislation are now under 
consideration by the Federal Government. One is the 
extension of the charters of Federal Reserve banks, the 
other the modification of the National Bank Act by 
providing for the extension of National bank charters, and 
by further providing for the relaxation of restrictions 
which have heretofore been thrown about the making of 
loans by National banks. These changes are embodied 
in what is known as the McFadden B ill. The measure 
has just been passed by the House of Representatives, 
and had previously been passed by the Senate, but in a 
slightly different form, so that the question still remains 
whether the Upper House will be willing to accept the 
work which has been done in the Lower. Comparatively 
little discussion has been given to these large aspects of 
the measure, the Bill being usually described as a “ branch 
banking bill.’”” However, its bearing on branch banking 
is very limited, inasmuch as it does little more than to 
legalize the practice which already prevails—the creation 
of local branch-banking offices within their own city 
limits by National banks. Probably the most important 
general provision carried by the measure—the extension 
of Federal Reserve Charters—has not even been men- 
tioned on the floor of either House. The original reserve 
banks were granted twenty-year charters, which would 
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continue them to 1934. Within the past twelve months 
there has been a great deal of urgent demand for the 
extension of these charters, there being an assumption 
that unless something could be done very promptly, 
“radical”’ activity would set in, and might bring about 
dangerous changes in the Reserve Act itself as the price 
of charter extension. Hence the attempt to carry 
through a measure of first-class importance as a “rider”’ 
upon a bill which is itself of apparently only second-rate 
significance. 
* ** * x * 

There is clearly a good deal of dissatisfaction with the 
reserve banks in the United States. Much of this dis- 
satisfaction is highly creditable to the banks themselves, 
being due to the fact that they have been operated in a 
conservative manner, and to their having refused to 
comply with the orders of local politicians. There is also 
some basis for legitimate complaint directed against 
certain of the banks, on the ground that they have been 
autocratic and disinclined to consider in a sympathetic 
way the necessary requirements of their members. Be 
this as it may, there is undoubtedly in Congress a con- 
siderable nucleus of opinion which is fairly hostile to the 
reserve banks, and might easily result in lengthy dis- 
cussion of their affairs, should the question of charter 
extension actually come up as a separate measure. 
And yet, unless the McFadden Bill can be forced through 
to the statute books during the present short session of 
Congress, as quite likely it may not, just this kind of 
debate covering the entire experience of the reserve banks 
and carefully analysing their doings may prove to be 
unavoidable. Should that be the case, the question of 
amendatory legislation designed to change the character 
and scope of the Reserve Act in important, if not 
essential, particulars, would need careful consideration. 

* * * * * 

The points around which debate and controversy are 
likely to centre are comparatively few in number. One is 
the general character of the organization and its relation 
tomembers. The smaller banks have always been restive 
under their compulsory membership. At the outset 
of the system, there were many who urgently insisted 
that membership should be voluntary. Such a proposal 
was then rejected because of the feeling that voluntary 
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membership would mean that the whole undertaking 
would be rendered impossible through the refusal of banks 
to assume the obligations of membership. There was 
unquestionably some danger of the sort. Now that the 
system has proved itself, many are of the opinion that 
it would be very appropriate to eliminate the compulsory 
membership requirements, and thereupon to make some 
important changes in the type of organization. There is 
another question in this same connection that has been a 
bone of contention—that of the profits earned by the 
reserve banks—many members feeling that the Govern- 
ment now takes the lion’s share by appropriating to itself 
all above 6 per cent. of the actual stock investment. 
Apart from these questions of organization, the major 
field of discussion concerns itself with the problem how 
far the present provisions as to reserve note-issues and 
open market operations are sound. All were considerably 
modified during the war, and these “‘ war amendments ” 
have been regarded as temporary, and hence to be 
rescinded as soon as possible when the war was over. 
They never have been repealed however, hence the 
discussion at the present moment. Finally, there has 
been doubt in many minds with reference to the powers 
and functions of the Federal Reserve Board, and nearly 
all careful observers desire to free it more generally from 
the influence of political factors in the Government. All 
this would mean a very extended revision of the con- 
stituent act, should the subject be taken carefully in hand. 
Meanwhile, and with cage oge provisions as they are 
today, the question how far the membership of the 
system is likely to be maintained, in the absence of new 
legislation, is not an easy one. The re is an unmistakable 
drift of banks out of the National system and into the 
State systems. Of course, as they drift out of the National 
system, they get away from their compulsory membership 
which is incumbent only upon National banks. True, 
most of them, even after they have accepted membe rship 
in the State systems, have of late elected to continue 
members of the reserve banks of their districts on a 
voluntary basis, but they can at any time withdraw by 
giving a very short notice. This state of things has been 
regarded by a good many persons as tending to weaken 
the reserve banks, National banks assign as reasons for 
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giving up their charters the fact that they cannot engage 
satisfactorily in branch banking, whereas under many of 
the State laws they are permitted to do so. They also 
complain of some features of the oversight to which they 
are subjected—although their argument in this phase of 
the subject is chiefly directed toward the fact that State 
oversight permits them to do a good many things which, 
as they believe, National bank oversight forbids. The 
chief question is that of comparative adv antages of 
operation. In some parts of the country the issue has 
become very acute, and this is notably true in California 
and on the Pacific coast generally. So there is some real 
warrant for the frequently-expressed opinion that the 
banking system of the United States is passing through a 
very crucial period in its history. 
* ** * ** * 

One element in this transitional phase is afforded by 
the tendency toward the consolidation or merging of 
institutions, which has been a rather striking feature of 
American banking for about three years past. The 
number of mergers is now running at the rate of about 
350 per annum, that being the approximate figure for 
1926. Since at least two banks are affected by every 
merger, this means a decrease of about 350 in the total 
number of banks (except in so far as offset wy the organiza- 
tion of new institutions). The tendency toward com- 
binations or mergers has, of course, been most pronounced 
in the cities, and is illustrated by the fact that, whereas 
the number of “ reporting member banks ”’ situated in 
‘one hundred selected cities,’’ whose weekly statements 
are compiled by the Federal Reserve Board, was five years 
ago about 830 at maximum, it is now only about 684. 
Even during the past year there has been a very re- 

markable reduction in the number, and this decline has 
not been due primarily to the fact that banks have left 
the reserve system, but rather because they have been 
consolidating, so that the number of fairly considerable 
banks in cities has shown a genuine decline. One of the 
bank presidents most instrumental in a recent large 
merger in New York City assigns two major causes for the 
recent mergers. First is the possibility of handling corre- 
spondingly larger unit loans for great corporations. A 
second is the greater economy in handling the accounts of 
small banks (correspondents) in the interior, He makes 
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no pretence that there is any great economy of admini- 
stration as a result of the mergers, nor does he assert 
(as some have asserted in the past) that a very much 
stronger bank, with better protection to depositors, results 
from the combination. As a matter of fact, there is no 
indication of economy in the great mergers in New York 
City, two or three of which have taken place during recent 
months, but it has promptly appeared that practically 
all of the old officers and personnel in both of the old 
institutions were being carried along upon the new pay 
roll. Analysis of the statement in most cases shows that 
there has been little or no gain in the protection of de- 
positors, and that if there be an element of increased 
safety, it is to be found in the fact that the combination 
of two fairly good-sized institutions has resulted in a 
pooling of credit records, and a better averaging of 
business risks, with resultant reduction of the ratio of 
losses. This is a view of the combination question which 
is rather different from the prevailing ideas on the subject 
as set forth in current prints. 
* * * * * 

American banking has had a great development in 
recent years upon the mortgage banking side, particularly 
in two directions: the one that of agricultural lend- 
ing, the other that of city real-estate lending. In 1916 
the Federal Farm Loan Act was adopted, and under it 
there has sprung into existence a great number of agri- 
cultural banks. First, there were the twelve farm-land 
banks overseen by the Government, then the twelve 
“Intermediate credit banks,’’ closely allied to the land 
banks, and meanwhile a large brood of privately-owned 
and operated joint-stock land banks. These banks have 
gone ahead without any very careful supervision on the 
part of the Government; and among them they have 
placed on the market and sold to investors something 
like $2,200,000,000 of land mortgage bonds. 

Although the land banks have been able to reduce, in 
behalf of the farm borrower, the very high lending rates 
which previously existed in the farming regions, it has 
still been possible for them to make quite attractive 
interest rates upon their new offerings of bonds, so that 
the latter have sold very well, especially when it is remem- 
bered that the issues have been free of the high income 
taxes that have been in force since the war. So, a great 
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clientele in the habit of buying these bonds has sprung 
up all over the country. Unfortunately, there has from 
time to time been a good deal of ‘ ‘ politics” in the super- 
vision of the land banks. The Federal Farm Loan Board 
in the Treasury at Washington has been somewhat 
weakened through political ‘appointments, and these 
political appointees have yielded naturally to the pressure 
which has been brought to bear upon them for somewhat 
lax lending methods, at times when the agricultural 
community has found itself in straits. As a result there 
has been a general impression that some of the joint-stock 
land banks were not very sound, and that a few at _— 
of the Federal Farm Loan banks had been injured « 
affected by the situation as a whole. A western joint- 
stock land bank was closed not long ago, and a receiver 
appointed, while the suspicions aroused in the minds of 
Treasury officers led them, shortly after, to send a squad 
of examiners and special agents to look over the situation 
as existed in other land banks. The outcome has been 
such as to lead the Treasury to ask for the initiation of a 
bill which would give to it the entire power of super- 
vising and examining land banks of every description, 
and would largely confine the Federal Farm Loan Board 
to matters of policy. The subject is under advisement 
in Congress, but apparently with rather poor prospect 
of any early action designed to relieve the situation. 
Whether the new Congress, when it comes into being, 
can be induced to make a change in existing conditions 
with the idea of placing the land banks upon a more 
secure foundation, is still to be seen. 
* ** * *k * 

The most interesting current phenomenon has 
been the heavy inward gold movement which 
has developed since the opening of the year 1927. 
Total receipts are now estimated. at about $40,000,000, 
and have been drawn predominantly from France, 
but in less measure from other European countries. 
Coupled with this movement has been an apparent 
tendency on the part of European central bank discount 
rates to go to lower levels, the conclusion that is drawn 
being apparently in favour of a lower rate of discount 
in the United States. What the policy of the Federal 
Reserve System on the subject will be is still to be ascer- 
tained. Decisive difference of opinion exists as regards 
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the question of inflation, and the extent to such inflation 
exists at the present moment. Whatever may be thought 
on that subject, few deny that the Stock Exchange has 
shown a feverish condition during the past few months, 
and that the total of brokers’ loans, amounting as it does 
to about $3,000,000,000, or something like three times 
as much as it was in IgIQg, is excessive. Reductions in 
discount rates would, according to the opinion of the best 
observers, be a very powerful factor in further stimulating 
speculation and in maintaining the activity of operations 
on the Exchange, so that there are not a few who are 
disposed to discountenance any change in our rates, 
notwithstanding the comparative easing of credit and 
the corresponding enlargement of lending power, due 
to the movement of gold and to other factors. The whole 
question is raising sharply in many minds the problem 
how far the Federal Reserve System is actually exerting 
any credit control, and how far it may reasonably be 
expected to enlarge the scope of such credit control in 
the future. Members of the Federal Reserve Board are 
still disposed to deny that the policy they adopt has any 
direct relationship to the price level, or can be expected 
to exert any genuine power over the activity of business. 
An opposition party has grown somewhat stronger of 
late, and already is supporting legislation designed to 
adopt an act making mandatory upon the Board, the 
pursuit of discount policies which would tend to ‘‘stabilize”’ 
prices by adjusting the volume of credit to the probable 
intensity of demand for media of exchange. This measure 
has no prospect of success at the present time, although 
the committee which has it in hand has already heard the 
testimony of some of the more conspicuous figures, both 
in the Reserve System and among the banks generally. 
It is, however, symptomatic of a trend of opinion which 
is gaining ground in the United States and which holds 
that Government interference with banking for the pur- 
pose of directing or managing the price level is to be 
recommended. Meantime, the credit problem produced 
by the further increase of gold holdings in the Reserve 
Sy stem (amounting at the beginning of February to about 

2,962,000,000) and by the readjustment of rates of 
interest that is going forward in many countries, offers 
a practical challenge to the Federal Reserve System, 
which it cannot reject or ignore. 
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the Franc 


By Lucien Romuer 


, 
President of the Société d’Economie Nationale 


T is generally thought that the franc, at the present 
moment, is in a favourable position. But is that 
position secure ? In other words, can one consider 

the surprising improvement in the credit of France, as it 
has been noted through the last seven months, as the 
sign of a profound and lasting change ? 

I will attempt to reply to the question thus put, 
without any party bias or preconceived opinion, but by 
an impartial examination of the facts. The aspects of 
the question to be envisaged are the following: The 
balance of the budget, the position of the Treasury, the 
weight of the public debt, the chances of monetary 
stabilization, the influence of the financial “restoration” 
on the prosperity of trade and industry, and, lastly, the 


conditions required for the duration of “confidence.” 
* * * * * 


The budget for 1927, which M. Poincaré persuaded the 
French Parliament to vote, is a document characterized 
by strong honesty and thorough-going foresight. All 
forthcoming expenses are strictly met by corresponding 
receipts, the evaluation of which, far from being ex- 
aggerated, has been rather under-estimated. An atten- 
tive study of this budget even shows that a sufficiently 
wide margin of cover has been allowed for unforeseen 
cases of expenditure. As certain expenses of the State 
have already been made lighter by the revalorization of 
the franc, the Treasury, in spite of the constriction of 
commercial activity, will benefit this year by a surplus 
of budget receipts. 

However, one may wonder whether, in the first place, 
the extraordinary load of taxation which such a budget 
necessitates will not provoke both a current of discontent 
in public opinion and a sagging of national prosperity, 
to such an extent that the system would not stand it. 
One may wonder whether, in the second place, the 
Chamber of Deputies will not, under demagogic 
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influences, as the date of the general election of 1928 draws 
nearer, destroy with their own hands the work of budget 
restoration which they themselves have accomplished. 

In fact, it is difficult to appraise as early as the 
present moment the resistances which the application of 
M. Poincaré’s fiscal plan will produce, since all its harsh 
consequences have not yet been experienced by the 
nation. Certain increases in taxation will only be felt 
in a few months’ time. 

In truth, although the increase of taxation causes 
some outcry among taxpayers, no profound current of 
dissatisfaction has up to the present been noticed. To 
judge by appearances at least, the taxpaying powers 
of the nation adapt themselves easily to the new 
requirements of the Treasury. 

The resigned mood now prevailing among taxpayers 
may be accounted for by moral causes and by the abund- 
ance of paper money in circulation. M. Poincaré has 
cured the nation of the panic which was rife last July. 
He appeared both as a saviour and an upright accountant 
to whom one should give all the assistance he requires. 
This spontaneous feeling of “sacrifice” is at the founda- 
tion of the first successes scored by the government of 
national union. On the other hand, the issues of notes 
made last year have created an abundance of paper 
money which will make the payment of taxes an easy 
matter, as long as the rise in prices does not absorb 
all the artificial assets thus placed at the disposal of 
consumers. 

It seems, therefore, to us unquestionable that the 
balance of the budget is widely and effectively assured 
for 1927. M. Poincaré already is thinking of preparing 
the budget estimates for 1928. He may perhaps attempt 
to pass this draft through both Houses between now and 
the summer, before the deputies begin to experience the 
first fits of the electoral fever. If M. Poincaré succeeds 
in this, the foundations of French finances will be 
practically guaranteed for the next two years. 

* * * * * 

With reference to the remarkable improvement which 
has taken place in the conditions of the French Treasury 
in the last six months, people have spoken in turn of a 
“miracle” and of the “‘fickleness of the French mind.” 
In fact, there has been neither a “‘miracle”’ nor a display 
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of ‘‘fickleness’’; but there has been a real change in the 
political and technical conditions of the management of 
France’s finances, and this change in things determined 
a complete revulsion in thought. 

The panic among the holders of francs had been 
caused by obvious facts, namely, the unceasing inflation 
of paper money since 1925, the patent and continuous 
unbalanced condition of the budget, the semi-revolu- 
tionary instability of governmental power and of the 
votes in the Chamber, the influence which was ascribed 
to the Socialist party over financial policy, lastly, the 
idea prevailing among the public that politicians were 
out for nothing else than their own personal interest. 

An alteration of all these facts together was sufficient 
for the situation to be utterly transformed in the sense 
of ‘“‘confidence.’’ The most difficult task perhaps was to 
put a stop to the inflation of paper money, all the more 
so since many theorists looked upon inflation as an effect, 
not as a cause. When M. Poincaré took office nobody 
thought that he would be able to do without a small 
issue of notes in order to meet the payments coming due 
at the end of July. His great merit was to understand 
that such an expedient must be avoided at all costs. 
He succeeded in this, thanks to the goodwill of the banks. 
He thus gained the few weeks that were necessary to 
enact enormous fiscal resources and to bring the thrifty 
back to Treasury Bonds. From that time on the game 
Was won. 

At the same time the formation of a government of 
national union has had the twofold result, of guaranteeing 
the stability of power in the eyes of the public, and of 
keeping the Socialists away from it. The reputation of 
stern honesty which M. Poincaré enjoys in all classes of 
the nation added to the prestige of the new cabinet a 
personal element which was not-negligible. One may or one 
may not like M. Poincaré, but*no Frenchman, be he even 
a Communist, fails to acknowledge in him exceptional 
qualities as a “‘ good housewife.” 

Thus it was that in a few months, as the result of the 
return of confidence, of the repatriation of capital gone 
abroad, as the result also of the intervention of French 
or foreign speculators exploiting the new “tendency,” 
the condition of the Treasury became so easy that it 
had never been so good since 1914. 
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It has been said that this “restoration” was a psycho- 
logical phenomenon, quite foreign to any technical 
science. Nothing is more inaccurate. The truth is that 
formerly technical science could not be exercised, for 
lack of a basis, because credit was destroyed. The real 
part played by M. Poincaré has been, by giv ing credit 
a new life, to restore some efficacy to technical science. 

* ** ** x * 

The most delicate aspect of the financial structure of 
France is the management of the debt. Each of the 
chapters of the debt—floating debt, short-term debt, 
perpetual debt, foreign debt—contains difficulties and 
risks. The whole of it is so disquieting that, for several 
years past, many people have advocated a cure by 
‘surgical’? means. But the return of the credit, 
brought about by M. Poincaré’s advent, has enabled the 
technicians to resort simply to therapeutic methods. 

From the day when the thrifty were reassured and the 

value of the franc tended to increase, the problem of the 
floating debt was no longer present. In fact, for the last 
few weeks, the Treasury. and the Caisse d’Amortissement 
have had to repel rather than attract subscribers to 
bonds. Hence the abolition of the one-month, three- 
months, and six-months bonds, a suppression which con- 
stitutes a voluntary consolidation, such as one would 
not have dared even to imagine some time ago. The 
same phenomenon explains why it has been possible to 
meet in advance so easily, through long-term loans, the 
payments due on the short-term debt in February and 
September 1927. 

The most visible sign of the financial restoration, in 
the eyes of the middle class, which is so numerous and 
influential in France, is the revalorization of the ‘“‘rentes.’ 
Ever since the war, in all countries undergoing a monetary 
crisis, the “ rentiers’’ (State bondholders) were treated 
as predestined victims. In France, a country of lower 
and middle-class thrift, in which holders of State securities 
are counted by millions, the popular imagination never 
admitted that the discredit of the “ rente ” might be 
final. M. Poincaré therefore received from the rente 
holders such keen and powerful encouragements that he 
nearly let himself be carried away towards too sudden a 
revalorization of the franc. The financial critics and the 
spokesmen of industry cried out that there was danger 
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ahead. In fact, at the present rate of the franc (120-125 
francs to a pound sterling), it seems that the burden of 
the internal debt is bearable for the State, while the 
‘rentiers ’’ have not too much reason to complain. 

There remains the problem of the external debt. It is 
evident that the revalorization of the franc has greatly 
facilitated the payment of arrears or the reimbursement 
of the sums falling due in 1927 on account of the external 
debt. Even as regards the debate on the Mellon-Béranger 
agreement, a psychological progress has been realized; 
France feels herself now free of the kind of humiliation 
which she experienced in arguing with her creditors, when 
the latter seemed inclined to take advantage of her distress. 
By appeasing French sensitiveness, the revalorization of 
the franc has made the final settlement of the war debt 
an easier matter, provided that its solution is not rushed. 

x * * * * 

For the last two months the franc has been in a state 
of “de facto stability.” Much discussion has centred 
around the point whether de facto stability was possible 
without a legal stabilization. People still discuss whether 
the de facto stabilitv will be lasting. At any rate, it 
exists. Nothing has been able to shake it in the last few 
weeks, either the reconstitution of the Cartel of the Left 
parties for the senatorial elections, or the rumours con- 
nected with cabinet disagreements regarding matters of 
external policy. 

Let us see on what reasons and what means the 
‘“ de facto stability ”’ rests. 

M. Poincaré no doubt, like everybody, thinks that it 
will be necessary sooner or later to carry out a legal 
stabilization. But improvised measures are repugnant 
to him. His reasons are reasons of opportunity, both 
economic and political. 

Instead of choosing the stabilization rate by a calcu- 
lation made beforehand of the chances and risks, as was 
done in Belgium, the French Government would like to 
see this rate reveal itself through the natural play of an 
economic and financial equilibrium. The Experts’ Com- 
mittee had said: ‘“‘ Make the legal stabilization, and from 
the very principle of stabilization a real equilibrium shall 
result.” M. Poincaré’s view, on the contrary, is: “ Let 
us first look for the real state of bal: ince, and then we shall 


sanction it legally.” 
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There is no doubt that, up to the present, the facts 
justify the position taken up by M. Poincaré. Despite 
the strength of the revalorization swing, which brought 
the rate of the pound sterling from 240 to 120, no serious 
accident occurred in the national economy. With the 
exception of a few cases, industrial undertakings with- 
stood the shock. Unemployment is truly felt “only in 
those industries which were already suffering from chronic 
over-production, such as the motor-car business, the 
luxury industries and trades living mainly through pur- 
chases from abroad, lastly, the smaller provincial indus- 
tries, especially in the south, which are greatly handi- 
capped as regards the cost of production and transport. 
However, since the franc rate has become stable, one can 
notice here and there a resumption of activity in certain 
branches, such as silks and dry-goods, which at the 
beginning seemed destined to be among the chief sufferers. 

The aim which the Government has in view, in the 
economic sphere, is to readjust internal prices, the cost of 
living and the costs of production to the level of the 
coefficient 5, which roughly corresponds to the rate of 
125 francs to the pound. ‘Unfortunately, it meets with 
certain causes of persistent dearness which interfere with 
the re-alignment of cost prices and wages. These causes 
are, among others, the bad harvests and the disorganiza- 
tion introduced in the coal supply by the strike in Great 
Britain. 

It is only in March or April that the economic con- 
sequences of the methods of the Poincaré cabinet will be 
clearly perceived. It will then be seen whether the 
balance of the external trade can be maintained, whether 
the yield of the direct and indirect taxes does not sag 
dangerously, lastly, whether the number of unemploy ed 
does not threaten to increase to such an extent as to pro- 
voke a political crisis. The test in spring will therefore 
be decisive in order to show at what rate the stability 
of the franc can be borne by France’s economic system 
without too grave injury. Up to the present, the 
symptoms are favourable. 

* * * ** ** 


But is M. Poincaré really the master of the currency 
market in relation to the franc ? On this point, business 
men and politicians are divided. 
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The opponents of the cabinet of national union, as 
well as certain spheres of business, and members of the 
former Committee of Experts, think that the present 
situation remains dangerous. They hold that the present 
easy conditions of the Treasury are due almost exclusively 
to the support of speculation, which may be withdrawn 
at any moment, and to heavy incoming payments for 
taxation, which will become smaller in a few weeks’ 
time. To conclude, they ask that the Government should 
as soon as possible carry out a monetary stabilization as 
the Belgians have done. 

In truth, the Government, assisted by the Bank of 
France, disposes of very important means in order to 
support and protect monetary stability at its present 
rate. Practically, the danger of a new fall of the franc 
seems to be postponed for a long time. The reserves of 
foreign currencies in the possession of the Treasury and 
the Bank are such that it would take a new and _ wide- 
spread panic of note-holders to absorb them. As for the 
risk of revalorization proving stronger than the currency, 
the Bank of France is enabled by law to oppose it, if it 
wishes to do so. On the whole, the de facto stability 
runs no risk as long as the psychological dispositions of the 
market are not profoundly modified either by a social 
crisis having an economic origin, or by political events. 

The Poincaré cabinet, besides, finds the justification 
of its empirical methods, in currency matters, in the fact 
that the date of the legislative elections is relatively near 
at hand. The complete renewal of the membership of 
the Chamber of Deputies will take place at the beginning 
of 1928. It seems difficult to undertake legal stabilization 
and especially to fulfil its preliminary conditions, during 
the period of electoral campaigning. Among the pre- 
liminary conditions of a legal stabilization, there is the 
funding of the external debts to Great Britain and the 
United States of America. Now, it is certain that any 
parties or deputies, which should vote today for the 
ratification of the Mellon-Béranger agreement, would be 
exposed to the rancour of the voters, and to attacks both 
from the Nationalists and the Socialists. 

Therefore, the Government prefers not to open pre- 
maturely a debate, the conclusion of which appears 
doubtful, and which might provoke a violent reaction 


of opinion. 
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Labour, Currency, and 


Mr. McKenna 
By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee of the House of Commons 


Mr. McKenna’s appeal for an inquiry into the struc- 

ture and working of the Bank of England, particularly 
as contrasted with what is regarded as the greater elasticity 
of the Federal Reserve system, will be regarded as partial 
justification of much of the criticism of recent years. 
Many in the Labour ranks were never enthusiastic in the 
national return to the gold standard. Like certain of 
the large industrialists, some are frankly inflationist ; 
but the majority are more cautious, and their case has 
never gone beyond attack on the apparent rigidity of the 
Bank of England structure in circumstances which they 
believe to be no longer appropriate. Since the Govern- 
ment have refused the inquiry the controversy is for the 
moment at rest; but it recalls a mass of material which 
will amply repay further analysis. 

In all statements on this subject the qualifications 
are of great importance. Unfortunately, what reaches 
the public is merely the request for inquiry, which 
immediately suggests that monetary policy may account 
for some of our social and industrial distress. Mr. 
McKenna’s speech was guarded in character. The diver- 
gence between British and American monetary history 
since Ig2I was suggested as only partial explanation of 
the six years of unparalleled trade depression on one side 
of the Atlantic and abundant progress on the other; 
Mr. McKenna accepted the orthodox principles of the 
quantity theory of money ; the quantitative reduction with 
its restrictive influence on trade might have been perfectly 
sound if fall in the costs of production (including fall in 
wage rates) had been sufficiently drastic; hindrances 
appeared in the long and difficult process of adjusting 
labour costs to the decline in prices and in the special 
position of the sheltered industries ; these and many other 
factors were faithfully noted. The great expansion in 
bank deposits in the United States since 1921 was duly 
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contrasted with the substantial contraction of the total 
deposits of the ten London clearing banks in the same 
period. If the supply of new money in the United States 
had merely kept pace with increase in production there 
had been, in fact, no inflation—presumably the danger 
which principally occupied British minds. Mr. McKenna 
found the kernel of the problem in his third and most 
important cause of fluctuation in the total of bank cash 
which took the form of variations in bank balances at the 
Bank of England attributable to causes other than public 
demands for currency. Indirectly, therefore, the Bank 
of England was in practice the controller of the volume 
of money. The gold standard was by no means the 
“automatic ’’ mechanism it was commonly alleged to be; 
the Bank, merely by buying or selling, lending or calling 
in loans, could, within limits, prompt an expansion or con- 
traction of credit regardless of movements of gold. 
Attention was then directed to the limits and the rigidity 
of the system. 

It is, perhaps, the contrast with American conditions 
which attracts Labour thought. The volume of money 
has expanded enormously in the United States within 
recent years. When the statistics of industrial production 
for the same period are examined the large increases, 
together with absence of rise of price, are apparently a 
complete reply on the point of inflation; the creation of 
additional money was an essential condition of trade 
expansion ; if, as was argued, the Federal Reserve Board 
had allowed themselves to discover an inflationary taint 
in the growth of bank deposits, as deflationists in England 
would certainly have done, the trade prosperity which 
has flourished in America would have been strangled 
at its birth. This may be true; but the part attributed 
to the creation of additional money is probably either 
misplaced or exaggerated. Misplaced in the sense that 
the money was in reality the servant and not the dictator, 
promoter or master of the progress; exaggerated in the 
sense that reports on American industrial conditions 
(as doubtless Mr. McKenna would agree) prove that 
many other important factors, most of them in sharp 
contrast to conditions in Great Britain, were at work. 
Mr. McKenna mentioned the controversy as to whether 
the rise in sterling was unduly forced and whether the 
final result could not have been achieved with a less 
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stifling influence on British production. On that issue 
the bulk of British Labour opinion has always contended 
that preparation for return to the gold standard was 
unnecessarily severe; that the masses bore the pre- 
paration in its most acute form in unemployment; and 
that, desirable as it was to build up our credit for the 
event, credit was still a relative term and, strictly speak- 
ing, we could survive if we were not incomparably 
stronger in gold resources than most of the other coun- 
tries of the world. That question is regarded as of only 
historical importance; but the recollection encourages 
in many quarters a desire for greater elasticity if the 
case against the structure of the Bank of E ngland can be 
established. Labour would probably support inquiry as 
to strict operation of the Act of 1844, especially if the 
reserve, “susceptible as it is to a drain occasioned by 
foreign demands for gold is insufficient to permit open 
market operations with a view to increasing the volume 
of credit on anything more than quite a small scale.” 
But it knows that there is probably more elasticity 
under the Bank of England policy than is often 
allowed; and with others, however difficult the task, 
it must stand up to the long rather than the short run 
effect of that policy. On the narrow technicality (without 
however, excluding its great public application) Labour 
would say let inquiry proceed. The persistence of rival 
schools of thought always suggests that a change of 
Government might lead to a change of currency method : 
in the public interest it is of vital importance that the 
cold facts should be impartially summarized. 

But the true reply may lie not so much in strict 
currency policy as in the radically different post-war 
economic conditions in the United States as compared 
with those of Great Britain. To a large extent this is 
recognized by Mr. McKenna, and is so far a modification 
of his case. Students will find abundant material in the 
last report on financial and commercial conditions in the 
United States by our commercial counsellor at Washing- 
ton, dated September—October, 1925. In the five years 
following 1920 the grand total of debt reduction was 
4,968 million doll: irs ; observe the effect on taxation and 
on industry. The prospect of a slowing down in American 
debt redemption in the years imme diately ahead is met 
by reminder of acceleration under the terms of the 
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settlements with foreign governments whose debts to 
America remain unfunded; in that sphere Britain has 
made some progress; but America has done better. The 
United States has made determined efforts to lighten the 
burden of taxation. In the period between 1915 and 
1925 banking resources increased by more than 141 per 
cent., owing largely to the heavy quantities of gold from 
foreign countries. At that date the British representative 
wrote that ‘‘a continuance of the outward flow of gold 
would be looked upon in America with no small satis- 
faction because the excessive supply of the metal in the 
country is exercising an inflationary influence on the 
credit situation, now that the exceptional conditions 
which have checked inflation during the last few years 
have practically disappeared.’’ It was added that to the 
United States the restoration of the gold standard in 
Great Britain was of immediate importance, “not only 
because an enlarged demand for gold for monetary 
purposes in Europe would have the effect of reducing 
American surplus supplies of the metal and diminishing 
the danger of inflation here, but also because America is 
increasingly dependent on securing foreign outlets for her 
surplus produce and manufactures, and is, therefore, 
immediately concerned with the establishment and 
maintenance of stable currencies and stable exchanges in 
her external markets.’’ Within limits, therefore, credit ex- 
pansion has probably had a place in the recent and present 
prosperity of the United States; and if that is so, appro- 
priate deduction must be made in the disadvantageous 
comparison which Britain presents, as no one is prepared 
to stand up to even minor inflation here—at all events 
in the sobriety of public debate. Further, in America 
there is wide territory enjoying domestic free trade; the 
principles of Henry Ford are not confined to the manu- 
facture of automobiles; the trade unions and the 
American Federation of Labour are admittedly of different 
attitude towards industry as a whole; high wages have 
stimulated a home demand which must, to an appreciable 
extent, be kept clear of mere monetary policy. In popular 
language, America has had most of the advantages of 
post-war circumstances, a statement which does not 
belittle the sacrifices she undoubtedly made; Britain has 
had most of the financial disadvantages. If these facts 
are faithfully analysed the place of monetary policy in 
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comparative industrial conditions in the two countries, 
while not unimportant, is certainly far short of the throne ; 
and probably short of the elevation it appeared to 
secure in Mr. McKenna’s trans-Atlantic contrasts. 

Plain men who cannot pretend to daily association 
with highly technical mechanism will, therefore, fall 
back upon the conclusions of a recent anonymous, but 
undoubtedly competent, critic. After comparing statis- 
tically the two systems of currency expansion and 
contraction he showed that many of the statements 
associated with them were only a partial expression of 
the facts. They suggested that the processes of currency 
contraction and expansion were automatic, and followed 
movements of gold without direction by human in- 
fluence ; actually central banks of issue, while they must 
pay careful regard to gold movements as symptoms of 
economic tendencies, are happily not the blind servants 
of such movements—at all times central banks can 
regulate the automatic influence of gold movements by 
their open market policy, buying bills and securities 
when they wish to promote expansion and selling when 
they aim at checking or reducing the volume of credit. 
This writer asked if neither of the two systems of note- 
issue under discussion is automatic, and if both depend 
for smooth working on the wisdom of the currency 
authority, does recent experience in the United States 
afford a guide as to the choice which Britain should make 
when the Treasury and Bank of England issues are 
amalgamated ? In reply he pointed to the short experi- 
ence of the American Federal Reserve system; to the 
enormous holding of gold which the United States accu- 
mulated during the war and which made the position 
there quite abnormal; urged that the authorities had 
been obliged to sterilize a large part of their reserves 
in order to check what would otherwise have been an 
inevitable rise of prices; that there had been no recent 
opportunity of testing the theoretical rigour of a system 
under which the note-issue of the central banks is 
required to be supported by at least 40 per cent. of 
gold; that other circumstances vitiated comparison 
between conditions in the United States and the United 
Kingdom within recent years; and that there was no 
short cut to industrial prosperity by a change in the 
British monetary system. That, of course, was no part 
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of Mr. McKenna’s plea; but in all political parties there 
are groups who believe faithfully in the restorative 
influence of a change in monetary policy. If inquiry 

dispelled some of the illusions, good and well; with great 
gain it would probably show that perfectly sound methods 
had been found for getting round such difficulty as’ 
attached to the theoretical inelasticity of British note- 

issue. But if the inquiry encouraged the slightest belief 
in benefits to be derived from mere currency manipulation 
much of the painful work of recent years might be 
destroyed; and organized labour might be exposed, 

among others, to fresh and, in that case, avoidable 
sacrifice. 


Mr. H. G. Wells and Mr. Leaf 
The Octoher issue of THE BANKER published some 
criticisms of Mr. H. G. Welle recently published book, 
“ The World of William Clissold,”’ which contained some 
caustic references to bankers, and Mr. Walter Leaf also 
referred to it at the annual meeting of the Westminster 
Bank. Mr. Wells has sent us the following observations : 
“Mr. Walter Leaf missed the point of ‘ William Clis- 
sold’s Book V,’ which was that big business, on the 
international scale, ought to take a bigger hand in con- 
trolling governments than it did. Clissold laments the 
short aims and political ineffectiveness of business men. 
“Then you, I think, miss the point of the criticisms 
of bankers made by Richard Clissold, the big advertising 
man. They are quoted by William with something 
between amusement and approval. They express an 
attitude not uncommon among industrial leaders, but 
they are not my opinions—nor even William’s. I try 
to do justice to the point of view of men like William and 
Richard. For my own part, I do not understand what 
bankers are up to. I wish I did. I wish you would get 
one or two bankers to write down what they think of the 
existing economic and financial mechanism, and what 
sort of part they think they are, and what sort of role 
they think they play, in that world- machine in which 
and by which we live and move. 
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Interviews with a Country 
Bank Manager 
By Claude Luttrell 


r NHE manager of a country branch of a bank must 
be all things to all men and, of course, equally so 
to all women; he has to adapt his conversation 

to his customer, and to show an intelligent interest in the 

things that concern that customer quite apart from the 
business side of the interview. V ery likely in the course of 

a day’s work he may have interviews with a local magnate, 

a solicitor, a clergyman, a farmer, a publican, a tradesman, 

a retired military or naval officer, as well as ladies seeking 

advice and information on ev ery conceivable subject from 

suitable investments to temporary tweeny maids. 

Let us start with the local magnate, who may look in to 
arrange for a temporary overdraft to tide him over his next 
rent audit. The business part of the interview is soon 
concluded and the manager must be prepared to take an 
intelligent interest in the prospect for pheasants and 
partridges, the number of litters of foxes on the magnate’s 
estate, the slippery state of the roads due to the wicked 
invention of tarmac, the enormities of the Labour Party, 
the prospect of the country going to the dogs, and of 
hunting being stopped by a local outbreak of foot-and- 
mouth disease. The manager must adopt an attitude of 
hope and sympathy in each of these matters and must 
impress the magnate with the fact that they are all matters 
of the greatest concern to him personally. 

Our next interview is with a solicitor. Why it is I do 
not know, but my experience of solicitors is that although 
they themselves are most particular about not stretching 
a legal point they have no scruples about asking their 
banker to dispense with the usual red tape and to contra- 
vene the rules and regulations. When conducting an 
interview with a solicitor the bank manager must take 
care not to express any legal opinions. A suspicion in the 
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solicitor’s mind that the manager supposes he has any 
legal knowledge, however closely related to banking, is 
bound to act asa red rag toa bull. In discussing a bank- 
ing matter from a legal ‘point of view the manager should 
therefore assume an air of complete docility. The inter- 

view need not be unduly protracted by the discussion of 
matters not strictly connected with business, as the 
solicitor’s time is fully occupied and he is not in the habit 
of expressing an opinion without due remuneration. 

The next customer to see the manager is a clergyman. 
He wishes to know why there is an entry in his pass-book 
“bank charge 7s. 6d.’"" Having satisfied him that the 
balances in his account during the past six months had 
run down to very low figures and that the small bank 
charge for working the account was fully justified, the 
manager should ingratiate himself with the reverend 
gentleman by informing him, if he is in a position to do 
so, that he is a churchw arden, or, peradventure, treasurer 
of his local parochial council. A bond of friendship is at 
once created and an interview commenced with a feeling 
of resentment is concluded in mutual expressions of good 
fellowship. 

Our next caller is a farmer. He wants his limit in- 
creased till he can thrash his wheat ; the weather has been 
all against thrashing, and his rent day is fixed for next 
week; he is holding back his cheese as the cheese market 
is very bad at present, and his fat lambs won't be ready to 
go to auction for another SIX weeks. On referring to his 

crop and stock report ’’ the manager is quite satisfied 
as to the man’s financial position, so he doesn’t hesitate 
to grant the te mporary increase of limit, and the business 
part of the interview is concluded to the entire satisfaction 
of the farmer. The manager must now switch him on to 
some congenial topic—in a hunting country hunting is a 
fairly safe subject to discuss. If the manager is lucky 
enough to be a hunting man, nothing will put him on 
better terms with the hunting farmer than to tell him he 
has ridden over \his farm and jumped every fence on it 
in many a good run with hounds. Nearly all farmers 
are fond of sport in some shape or form and if they find 
that their bank manager can sit a horse as well as an office 
stool, and can talk hunting even better than hecan banking, 
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their estimation of him is increased enormously. In 
addition to an animated conversation on matters apper- 
taining to sport, the manager must be expected to put an 
approximate value on the farmer’s in-calvers, off-going 
ewes, fat lambs, dairy cows, pigs and other stock, as well 
as on his corn and hay in rick and growing crops. A 
manager who is not versed in these matters finds himself 
hopelessly at sea when perusing the crop and stock report 
which the borrowing farmer is asked to furnish to the 
bank each year. Nothing gives greater pleasure to a 
farmer than to show his bank manager over his farm, and 
incidentally to give him a very good tea; this tends to 
promote a fee ling of confidence betw een the customer and 
his banker, and is by no means the least important of a 
bank manager’s duties in an agricultural district. It isin 
this way that interviews with farmers can be conducted 
without any fear of friction or unpleasantness. 

The bank messenger next announces a publican. If 
the manager happens to be a rabid teetotaller, he must 
not allow the publican to suspect this fact; on the con- 
trary he must express his sympathetic interest in “ the 
Trade,”’ and lend a ready ear to the publican’s tale of 
increased sales and large surplus profits, for which he is 
asking the manager’s advice as to suitable investment. 
The manager will probably have to listen to a tirade against 
the iniquitous tax on beer, but it would be very unwise 
for him to hazard his opinion that the tax is passed on 
to the customer with a good margin of profit to the 
retailer. 

A tradesman is next announced. He is probably a 
keen business man, and a stickler for the lowest aes By 
rate of interest on an overdraft, or the highest rate on 
money on deposit. The manager must resist the tempta- 
tion to remind the tradesman—let us say a grocer—that 
any haggling over the price of the goods in his shop 
would be strongly resented, though the grocer considers 
himself quite at liberty to drive as hard a bargain as he 
can with his banker. The manager should make it a 
rule to “play with his playmates,” and to confine his 
shopping as far as possible to the shops of the bank’s 
customers. This practice tends to pleasant relations 
between customer and banker, though it makes it rather 
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difficult for the manager to complain of the toughness 
of his meat to his butcher, or the staleness of his fish to 
his fishmonger. 

Our next caller is a retired colonel. If he has spent 
most of his soldiering days in India, and has retired 
with a well-pickled liver in addition to his army pension, 
the manager must be prepared for a somewhat bombastic 
interview; the old “‘Haw damme”’ colonels still exist, 
though, fortunately, they are being gradually eliminated. 
The manager must make due allowance for the atmosphere 
in which the retired officer has spent his earlier days, 
and he must not show his resentment at being treated like 
a sergeant-major in an “orderly room.”” When the froth 
has evaporated, and the retired officer’s wrath at his 
bank charge has been appeased, it is usually wise to 
switch him on to the subject of golf; nearly all retired 
officers play golf, so it is a fairly safe topic of conversation 
with them, and a passing allusion to the reduction in 
their handicap has a wonderfully soothing effect on them. 

Now we come to the ladies. Some of them have a 
keen grip of business, and have a very shrewd idea how 
to invest their money, or to make arrangements for a 
bank overdraft ; others have weird ideas as to investments 
and unorthodox views on how banking business should 
be conducted. There is the authentic case of a short- 
sighted old lady who misread the abbreviated entry in 
her pass-book “‘int. etc.,”” and came in to expostulate 
with her bank manager for the outrageous charge for 
ink, etc. ! 

Let us take the case of a lady who wishes to invest 
f100. She comes in to see the manager, and tells him 
that another lady has told her she ought to get at least 
6 per cent., and that she ought not to put all her eggs 
into one basket, so she expects the manager to suggest 
four suitable investments of £25 each, which will give 
her a return of 6 per cent.; she also stipulates that the 
investments must be quite safe, with a prospect of a rise 
in value in the near future. This is rather a problem for 
the manager to tackle, but a little judicious advice will 
probably convince the lady that a gilt-edged security 
with a yield of 5 per cent. would be the safest form of 
investment for her £100, and she eventually accepts his 
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advice, and gives an order to purchase £100 5 per cent. 
War Loan. 

The next interview is with a lady who complains that 
she has been charged 10s. 6d. bank charges whilst her sister 
has only been charged 7s. 6d. On referring to the ledger, 
the manager finds that, though neither of the accounts 
were conducted on a remunerative basis, the sister had 
not drawn her balances down to quite such low figures 
during the past six months as had the lady who has called 
to complain; the manager must explain the position 
without disclosing any particulars as to the sister’s 
balances, and he may succeed in convincing the lady that 
she really has no grievance. 

The next lady comes into to consult the manager on 
a matter totally unconnected with banking business. She 
has recently come to live in the neighbour hood, and wishes 
to consult the manager on the social position of her 
neighbours, the height or depth of the local clergy, the 
best doctor, the best butcher, fishmonger, grocer, 
milliner, etc., and, most important of all, the best registry 
office for servants. On all these points the manager 
must use his discretion in giving advice, as naturally the 
bank’s customers would be highly indignant if they dis 
covered that the manager had recommended nother 
bank’s customer in preference to his own, though he has 
to study the best interests of his new lady client, and to 
honestly give her his best advice in reply to her inquiries. 

Then there is the indignant lady whose cheque the 

cashier has refused to. cash as the lady is a complete 
stranger to him, and the cheque is drawn on another 
branch of the bank. Some ladies never seem to realize 
that the fact of their account being kept at one of the 
bank’s branches does not entitle them to walk into any 
of the other branches and to demand that their cheques 
should be cashed. The manager may have great difficulty 
in convincing them that it is quite impossible for him to 
identify them, or to know that their cheque will be duly 
met when presented for payment at the branches where 
their accounts are kept. 

Some ladies merely come into the bank parlour pour 
passer le temps, regardless of whether or not an important 
customer is waiting to interview the manager. Their 
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departure can generally be expedited by the well-timed 
appearance of the junior clerk, who whispers into the 
manager’s ear that Mr. So-and-So is waiting to see him. 
In some banks I have known definite instructions given 
to the junior clerk to come in and whisper to the manager 
when certain well-known bores, either male or female, 
are paying one of their protracted Visits. 

The ideal bank manager must never show any out- 
ward appearance of being bored; but as a safeguard 
against this eventuality he must defend himself with a 
method for terminating interviews with customers who 
do not take into consideration either the value of his 
time or his capacity for digesting their private affairs. 


Banking Appointments 


The Swiss Bank Corporation announce that Mr. 
Xavier Castelli has, for reasons of health, resigned the 
managing directorship of the London office, ‘but will 
continue to be a director of the corporation. 


Mr. Lammott Du Pont and Mr. Robert Goelet have 
been elected directors of the Chemical National Bank of 
New York. 

Mr. Gates W. McGarrah has been appointed chairman 
of the board and transfer agent of the Federal Reserve 
Bank of New York. It is expected that before he takes 
up the post he will confer with the Governors of the 

sank of England,the Banque de France, and the President 
of the Reichsbank. 


Mr. J. L. Webb has been reappointed chairman of 
the Commercial Bank of Australia for 1927. 


Mr. Leslie Lefeaux, deputy principal of the discount 
office of the Bank of England, has been appointed to be 
an additional deputy chief cashier, and Mr. Kenneth O. 
Peppiatt, assistant principal of the discount office, to 
be deputy principal in succession to Mr. Lefeaux. 
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The Lancashire Banks 


Mr. Keynes’s Criticisms 


banking history of the present century is the 
survival of that pocket of small (as we judge size 
nowadays), independent banks in the great industrial 
area of which the cities of Manchester and Liverpool 
form the two foci. The successive amalgamation waves 
have swept round and past this area as successive in- 
vasions of the Balkans swept past the mountain princi- 
pality of Montenegro—with this difference, that the Great 
War, which at last made an end of Montenegrin independ- 
ence, has proved powerless against the entrenched banks 
of Lancashire! The survival of Montenegro through the 
centuries was due to a combination of causes, racial and 
geographical—a hardy people in a mountainous and 
inhospitable region. The resistance of the Lancashire 
banks to the prevailing economic current is due to re- 
motely similar causes. It is due above all to the uncom- 
promising independence of spirit of the Lancashire 
business man who made his attitude towards the transfer 
of control of the local banks to London so plain in 1910 
at the time of the projected merger of the Lancashire 
and Yorkshire Bank with Parrs that no attempt has since 
been made to absorb any of the native institutions. To 
that statement there is, of course, one partial exception, 
the purchase by Barclays, in 1920, of the share capital 
of the smallest of the Manchester banks, the Union Bank 
of Manchester, but the very method adopted in that 
case—transfer of ow nership but preservation of identity— 
makes it clear that this was one of the exceptions w hich 
really prove a rule. Nevertheless, local patriotism which 
failed on the other side of the Pennines to save the 
Halifax banks and the Bradford banks from the common 
fate would doubtless have failed, too, in Lancashire but 
for the existence of a favourable economic environment. 
The economic force underlying the last great wave of 
amalgamations—that which resulted in the concentration 
of banking service in the hands of the “ Big Five ’’—was, of 
T 


()*: of the most interesting features of English 
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course, the consolidation, brought about by a recognition 
of the advantages of large scale production, of industrial 
and trading concerns into large combines or trusts, 
requiring finance on a scale which only banks with corre- 
spondingly large aggregate resources could provide. 
Now it happens that the principal industry of Lancashire, 
the cotton textile industry, has so far remained as one of 
the exceptions of this rule of aggregation. Except for 
the “finishing” branches the cotton trade is overwhelm- 
ingly in the hands of small independent concerns. 
Whether this is merely another manifestation of the 
dominant feature of the Lancashire character, or whether 
there are true economic grounds for it, it is this circum- 
stance that has rendered possible the continued existence 
of banking institutions smaller than, but not otherwise 
inferior to, those which serve the other industrial areas. 
It may be that, with or without the assistance of Mr. 
Keynes, the cotton industry will in the near or distant 
future pass through the process of consolidation or trustifi- 
cation. Should it do so it may well be that the death 
warrant of the independent Lancashire banks, or of some of 
them, will have been signed, though even then inter-amal- 
gamation among themselves might well be the method 
chosen in preference to absorption by the “ Big Five.” 
At present, however, the Lancashire banks are far 
from moribund, as will be seen from the following table, 
which indicates their growth since 1913; the 1913 figures 
for the Bank of Liverpool, including those of five banks 
(Martins, North Eastern, Halifax Commercial, Cocks 
Biddulph, and Palatine) absorbed since, and those of 
the District Bank similarly, including the Bank of 
Whitehaven, purchased in 1916: 
DECEMBER 1913. DECEMBER 1926. 
Branches. Deposits. Branches. Deposits. 


Bank of Liverpool & Martins 277 £30,058,590 389 £59,819,326 
District Bank . so 2897 26,508,357 375 52,321,531 
Lancashire & Yorkshire .. 129 11,793,738 151 23,060,581 
Manchester & County so BRS 10,875,579 170 19,248,593 
Union of Manchester oo 88 6,428,858 163 17,434,522 
William Deacons .. oo ERS 17,188,009 193 32,438,363 


The aggregate deposits of the six banks together have 
risen from £102,800,000 in 1913 to £205,000,000 at the 
end of last year—they have, in fact, exactly doubled. 
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That proportion of increase is apparently somewhat 
lower than the rate of growth of banking deposits over 
the whole country which have increased about one-and-a- 
quarter times since 1913. In that fact, however, there is, 
when the economic circumstances of Lancashire since 
the war are taken into account, very little evidence that 
the native banks have to any substantial extent lost 
ground to the invading “ Big Five,”’ for it is reasonable 
to suppose that banking deposits in Lancashire, an area 
which has been more heavily stricken than most, have 
increased in somewhat smaller proportion than over the 
country as a whole. 

The Lancashire banks have been so unfortunate as 
recently to attract the attention of Mr. J. M. Keynes, 
who has described them as “‘‘a species of deaf mutes,”’ 
apparently because they have not been accommodating 
enough to provide him with free “copy,” and as “ profes- 
sional paralytics,’’ because they have not forced upon the 
cotton industry the reforms which it would not or could 
not undertake of its own free will. It is, however, a little 
difficult to know what Mr. Keynes is driving at—unless, 
indeed, his attack was merely the rhetorical artifice 
vulgarly known as “‘safe draw.’” He baits the banks for 
not controlling the industry as they would do if they were 
German banks, and in the next breath goes on to say that 
he is not in favour of the German system. He points out 
that in many cases they are, as mortgagees, virtual 
owners of cotton mills, and then proceeds to declaim 
against those who urge that only by the drastic purge of 
wholesale bankruptcies can the industries be cured. 
The one power which they have, the power of forcing into 
liquidation the mills which are in their hands, he does not 
want them to use. If, however, Mr. Keynes intended no 
more than to convey the suggestion that the Lancashire 
bankers do not in their unofficial capacity use their in- 
fluence for the good of the cotton industry as they might, 
or that they are not as alert as they should be to its 
problems and needs, then, I think, the evidence is against 
him. At the very meeting at which Mr. Keynes delivered 
himself of these reflections, the general manager of one 
of the Manchester banks publicly recommended the 
cotton spinners to join the new Yarn Association, whose 

T2 
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merits Mr. Keynes was urging—a thing which would 
hav e been impossible for the local manager of one of the 

“Big Five.”’ It is common knowledge in the industry 
that the chairman of another Manchester bank has not 
only used all his influence to promote the collection and 
elaboration of statistical information about the industry 
(the absence of which has been so serious an obstacle 
to reform), but has incurred private expenditure for that 
end. In respect of intelligent study of the industries in 
which they are interested, again, the Lancashire banks 
need not fear comparison with the London institutions. 
The Bank of Liverpool and Martins—the only one of the 
six which is domiciled in Liverpool—has, to take an 
example, unrivalled knowledge of the finance of cotton 
importing, and of certain sections of the engineering trade, 
as has the largest Manchester bank, the District Bank, of 
the manufacturing branches of the cotton industry. 
After all, the youngest of the Lancashire banks is well 
over fifty years old, and the two just mentioned, the 
District (founded in 1829) and the Bank of Liverpool 
(1831), are the oldest of all the surviving joint-stock banks 
of the country. The shrewdness of our Lancashire lads 
would be an overrated quality, indeed, if they have con- 
tinued all these years to employ banking houses which 
did not know their job. 


New Bank Amalgamation 


ANOTHER Australian banking fusion was announced on March fr. 
The English, Scottish, and Australian Bank, one of the most 
eminent and successful banks in Australia, will acquire, as from 
April 1, the business of the Royal Bank of Australia. The Royal 
Bank was incorporated in 1864, and its head office is situated in 
Melbourne. It has branches at Sydney, Perth, Ballarat, Bendigo, 
these last two being the centre of two famous goldfields, Footscray, 
Geelong, Glanferrie, and Flinders-Lane, Melbourne, and _ its 
London office is at 18 Bishopsgate, E.C.2. Its paid-up capital 
is £750,000, of which £270,000 is in shares paid up to the extent 
of {1 per £4 share, and £480,000 in 120,000 shares of £4 each 
fully paid. For many years it has paid a dividend at the rate 
of ro per cent. The terms of purchase provide for a payment in 
cash of £750,000 and 125,000 shares in the English, Scottish, and 
Australian Bank of {5 each, £3 paid. As these shares have a 
market value of £8 2s. 6d. each, the total purchase price amounts 


to £1,765,625. 
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A Banker’s Diary 


Mid-January to Mid-February 


THE first interim report of the Irish Free State Banking 
Commission, which covers the subjects of currency and 
; banking, was made public towards the end 
C Irish of January. It recommended that the 
urrency = ee ? : : 
existing fiduciary issue of bank-notes, 
granted to certain banks in 1845, should be replaced by a 
consolidated bank-note issue amounting to £6 millions 
and divided among all the banks operating in the Free 
State. These notes should be backed by bills or advances 
and should be issued to the banks by a Currency Com- 
mission composed of three representatives of the banks, 
three appointed by the Government, two of these to be 
representative of industry and trade, and a chairman 
appointed by the other six members. The Commission 
would, in addition, issue legal tender notes in exchange 
for sterling securities, balances, etc., which notes would 
be convertible into sterling in London and _ possibly 
also‘in Dublin. Bank-notes would be convertible into 
legal tender notes. Thus the new currency would be 
based on sterling, avoiding variable exchange rates 
between Britain and the Free State. Detailed recommen- 
dations are made for limitation of note issues, for dealing 
with the problems of transition, and for periodical review 
of the allocation of notes. The Free State Government 
has announced its acceptance of the Commission’s 
recommendations. (Free State Stationery Office, Dublin, ts. 
For summary of second, third, and fourth reporis, see 
February tssue.) 


ANOTHER projected Australian bank merger was 
announced at the end of January. Under this scheme 
: the Western Australian Bank, which was 

Peay el founded in 1841, is to be taken over 
by the Bank of New South Wales, which 

is already the largest bank in the country and which 
dates from 1817. The paid-up capital of the former 
institution, which operates through some eighty offices, 
is £700,000, and the reserve £1,269,000, while deposits 
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amounted on September 27, 1926 to £2,931,000. The 
Bank of New South Wales has a paid-up capital of 
£6,000,000, with a reserve of £4,400,000. Its deposits 
at the end of September last amounted to £58,588,000, 
while the number of branches and agencies in Australia 
and New Zealand is over 400. The scheme is subject 
to shareholders’ confirmation. 


In view of the prolonged coal stoppage, the Board of 
Trade estimates of last year’s balance of payments were 
is awaited with particular interest. On mer- 
a chandise, bullion, and specie account the 
alance of . “17: 
Payments import surplus in 1926 was {£477 millions, 
as compared with £384 millions in the 
previous year. Net shipping earnings were put slightly 
lower, at £120 millions, and income from overseas invest- 
ments £20 millions higher, at £270 millions. The balance 
of all current invisible exports was put at £465 millions, 
as compared with £438 millions in 1925. Consequently, 
whereas a sum of £54 millions was estimated to be 
available for net investment abroad in 1925, this country 


appears to have had to borrow from or sell assets to 
abroad to the extent of £12 millions as a result of current 
trading and financial operations in 1926. Presumably 
the same sources of funds were resorted to in order to 
cover the {112 millions of new issues in this country 
for overseas purposes. (See Board of Trade Journal, 
January 27, 1927.) 


THE Committee appointed under the Chairmanship of 
Sir Arthur Balfour in July, 1924 “ to inquire into and 
report upon the conditions and prospects 

ee of British industry and commerce” has 

Publications "OW issued a third volume of material. 

The first, completed in June, 1925, was the 

“Survey of Overseas Markets ’ (H.M. Stationery Office, 
6s.). The second, submitted in February, 1926, was the 
“Survey of Industrial Relations” (H.M. Stationery 
Office, 5s.). The third, entitled ‘‘ Factors in Industrial 
and Commercial Efficiency ” (H.M. Stationery Office, 5s.), 
comprises Part I of a “ Survey. of Industries.’ It con- 
tains a mass of information on various topics, falling 
under four general headings: (a) industrial structure, 
including scale of undertakings, growth of companies, 
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combines, consolidations, trade agreements, co-operation, 
etc.; (b) factors affecting quality of production, such as 
recruitment of industries, workshop training, technical 
education, research, standardization, etc.; (c) the re- 
lations of State and public authorities to business enter- 
prise, including State measures for meeting post-war 
difficulties of industry, such as guarantees, tariffs, etc. ; 
(7) industrial profits, burdens (including taxes and local 
rates),and costs, and their bearing on national savings. 
The material is drawn largely from official sources and 
is not confined to conditions in Great Britain alone. No 
recommendations are contained in this volume. “ Its 
aim is to assemble and analyse facts and tendencies and 
by so doing to narrow the range of economic controversy 
and prepare the way for the intelligent study of the 
problems by which British industry is confronted.” 


THE first few weeks of the year were signalized by a 
steady flow of sovereigns from the Bank of England to 
Spain, the loss to the Bank on this account 

M Gold amounting to over {1,000,000 between 

ovements ~ ° 
January I and February 15. Spanish cus- 
toms duties are payable in gold or currency, but if 
in the latter at a rate representing the depreciation of 
the peseta in terms of gold. Until recently, the rate has 
been fixed monthly on the basis of the previous month’s 
exchange quotations. Consequently the marked appre- 
ciation in the peseta made it profitable to draw gold from 
London to pay duties. As a result the Spanish Govern- 
ment suffered a loss, and on February 4 it was announced 
that in future the surtax on payments in currency would 
be fixed three times a month. 

Towards the end of January, Denmark, which returned 
to the gold standard at the beginning of the year, shipped 
£402,000 in sovereigns to the Bank of England. The 
object was understood to be the strengthening of the 
sterling reserves to the credit of the National Bank. 

Much interest was created by substantial shipments of 
gold from France to New York in the latter half of January. 
It is believed that the Bank of France, profiting by recent 
gold acquisitions from the public, had, with Treasury 
approval, disposed of these consignments with a view 
to strengthening its dollar reserves, particularly in 
anticipation of pending debt payments. 
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On February 12 a decree was published removing the 
prohibition on gold exports from Belgium without official 
authorization. 

Some {1,500,000 of gold was shipped to Russia 
towards the end of January. It is supposed that the 
withdrawals represented liquidation of sterling balances, 
and the movement derives special interest from the flow 
in the opposite direction soon after Great Britain returned 
to the gold standard. 


NEw issues during the month again reached high figures. 
Several trustee and similar issues were well received. 
The Government of Nigeria £4} millions 
of 5 per cent. inscribed stock at par 
was over-subscribed, while £23 millions 
of South Australia 5 per cent. registered stock at 
98, part of which was required for redemption purposes, 
was also readily taken up. Four British corporation 
loans and an issue on behalf of Cape Town met with a 
good response, while two belated Trade Facilities Act 
issues were fully subscribed. These were {2,160,000 
of 5 per cent. debenture stock issued at 100} by the 
Gedaref Railway and Development Company (Sudan) 
and {£850,000 of North Metropolitan Power Station 5 per 
cent. debenture stock at the same price. Two large 
shipping issues were readily taken up, and in addition 
there were numerous industrial offerings. These, how- 
ever, were not uniformly welcomed, substantial amounts 
being left with underwriters in some cases. 


New Capital 
Market 


ON February 3 the Bank of France reduced its discount 
rate from 6} to 54 per cent. and the rate on advances 
from 8} to 8 per cent. On the same day 

— the Bank of the Netherlands, while leaving 
its discount rate unchanged, raised the 

rates on loans by } percent. The Austrian National Bank 
on the following day reduced its discount rate by } to 
6 per cent. The National Bank of Belgium did likewise 
on February 9, at the same time reducing the rate on 
advances by } to 7$ per cent. The Imperial Bank of 
India’s rate was raised from 6 to 7 per cent. on February 
10. A fall in the discount rate of the Bank of Poland 
from 9} to 9 per cent. became effective on February 11. 
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Bankers and the Law 
By Our Legal Correspondent 


r NHE case of Koechlin & Cie v. Kestenbaum Bros., 
heard by Mr. Justice Rowlatt in December last, 
is briefly reported in 1927 “Weekly Notes” for 

January 8, at page 15. The learned judge delivered a 

decision of considerable interest bearing upon the exact 

nature of the contract of an English acceptor as it may 
be affected by conflict of laws. 

A Bill of Exchange was drawn in France by.one E. 
Vigderhaus upon the defendants in London to the order 
of M. Vigderhaus. The draft was sent to the defendants 
for acceptance, and they accepted payable at a London 
bank and returned the accepted draft to France, where it 
was negotiated to the plaintiffs who discounted it. The 
indorsement to the plaintiffs was “‘E. Vigderhaus,’’ and 
it appeared to be uncontradicted that since that signature 
was placed on the bill on behalf of M. Vigderhaus, the 
original payee, and by his authority, it was a valid indorse- 
ment by M. Vigderhaus according to French law, which 
admits of an agent signing his own name if so authorized 
by the principal, and on the proof of such authority the 
principal is bound by the agent’s signature in his own 
name. At maturity the bill so indorsed was presented 
for payment to the defendants’ bank in London by the 
plaintiffs or a subsequent indorser. The defendants 
refused to pay on the ground that the plaintiffs were 
not holders in due course, as it had not been indorsed to 
them by M. Vigderhaus, to whose order it was made 
payable, and that according to English law there was 
no recognized indorsement. Obviously that would be 
so in English law. Mr. Justice Rowlatt, after considera- 
tion, gave judgment in which he pointed out that, by 
the operation of section 31 (3) and section 32 (1) of the 
Bills of Exchange Act, a bill payable to order is negotiated 
by the indorsement of the holder completed by delivery, 
and the indorser’s signature must be written on the bill 
itself, and the contract of the acceptor on such a bill 
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was to pay only if the bill bore the signature of the payee. 
As this bill did not bear such signature either simpliciter 
or expressed to be by procuration in due form, the bill 
was prima facie not in a condition such as bound the 
acceptor to pay. 

But the plaintiffs relied on section 72 of the Act, 
dealing with conflict of laws, and on the accepted evidence 
given of the French law to the effect that in the circum- 
stances the indorsement was valid because the agent’s 
own signature was placed on the bill in fact by authority 
of the payee on his behalf. It was sought to treat the 
matter as coming within section 72 (1) on the ground 
that it was a question of ‘“‘the validity as regards re- 
quisites in form” of the indorsement as to which French 
law governed, the indorsement being made in France. 
The learned judge said that in his view that subsection 
did not let in the foreign law to dispense with the signa- 
ture of the payee written on the bill itself, which section 31 
(1) required, just as he did not think that foreign law 
could be let in to declare that a bill “ payable to order” 
could be transferred by mere delivery or by writing con- 
tained in an independent document. In a case where the 
foreign law of the place of indorsement declared that 
something more was necessary, that requirement must 
be observed. But there was no case which suggested that 
an acceptor could be called upon to overlook the absence 
of an apparent chain of regular indorsements. The bill 
in this case was not in order. This was an indorsement 
not recognized by the law of England; it was not merely 
an indorsement invalid by that law. The present case 
exactly came within the dictum of Vaughan Williams, 
L.J., in Embiricos v. Anglo-Austrian Bank [1905] 1 K.B. 
677, at page 684. He (the learned judge) had not over- 
looked section 72 (2), by which the law of the place of 
indorsement governed its interpretation. But there was 
no indorsement here within the meaning of the Act to 
interpret. 

For the reasons stated the judge held in favour of the 
defendants. At first sight there seemed something to be 
said for the contention of the plaintiffs, but on the view 
taken by the judge that the indorsement was not one recog- 
nized in this country at all, it was not a mere matter of 
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as as toform. The reference to the case of Embiricos 

Anglo-Austrian Bank is of interest. That case raised 
very different facts, and the action was between the 
original payees and the subsequent holders, who derived 
title through an indorsement which had been forged. 
Therefore under the English local law there would be no 
title; under Austrian law a good title was obtained, 
because the bill was taken-in good faith. But dealing, 
incidentally, with the position of acceptor as against 
holder by indorsement, Vaughan Williams, L.J., said: 

‘At all events it has never been decided that the liability 
of an acceptor in England of a bill drawn abroad or of the 
drawer of a cheque payable in England amounts to a 
contract, to pay on a forged indorsement valid by the 
foreign law, but invalid by the law of England. It may, 
however, be that the contract of the drawer or acceptor 
is to pay on any indorsement recognized by the law of 
England, even though that indorsement be invalid 
accordingly to what I will call for convenience the local 
law of E ngland. I am disposed to think this is the true 
contract.”’ And Mr. Justice Rowlatt, in view of the fact 
that the indorsement in the case under view was not one 
recognized by the law of England, held that the acceptor 
was not liable. 

We make no apology for reverting to the question dis- 
cussed in our last issue raised by the decision of the Court 
of Appeal in the case of Houghton v. Nothard Lowe and 
Wills, because the propositions therein enounced have 
been again emphasized by being applied to another case 
on appeal from the same judge (Mr. Justice Wright) 
namely, the case of Kreditbank Cassel v. Schenkers, Ltd. 
(reported in our December issue). It will be remembered 
that last month we pointed out the bearings of Houghton’s 

case on this very case as adversely affecting at least one 
of the points laid down by the learned judge, and it 
appears now that the Court of Appeal have reversed his 
decision. This renders the more striking and important 
the —" pronouncements upon the proper limits of the 
rule in Turquand’s case and the doctrine of ostensible 
poor For of company’s officials in the exercise of dele- 
gable powers of the company. For these recent decisions 
have a distinct relation to the possibilities of risk in 





250 THE BANKER 

dealing with a company’s negotiable paper. The Kredit- 
bank case, it should be recalled, was that of a bank 
having discounted and being the holders of what pur- 
ported to be bills drawn by a limited company, and, on 
dishonour by the acceptors, suing the presumed drawers 
(the company), only to be met with the plea that the 
official purporting to draw the bill acted without authority. 
He was an assistant branch manager at Manchester, 
entrusted with a rubber stamp bearing the name of the 
company, and with actual authority to use it for the 
purpose of drawing cheques on behalf of the company for 
certain specified purposes. He misused the stamp and 
fraudulently used his name to draw bills for his own pri- 
vate purposes, and it was on some of these bills that the 
action was brought. Mr. Justice Wright held that the 
company was bound, since the articles were wide enough 
in terms to include delegation of such powers not only 
to a director, but even to an assistant branch manager, 
and further that a party taking the bills could rely on 
this as raising ostensible authority, and that even if the 
powers of delegation were not known to him at the time 
of taking the bill. 

So far as the short report at present available en- 
lightens us (1927 ‘‘ Weekly Notes,” p. 39), it would appear 
that the learned judge was, in the opinion of the Court 
of Appeal, wrong upon both points that he discussed and 
decided. The judgments in Houghton’s case which we 
summarized last month were applied to both, and the 
Court of Appeal again emphasized two important pro- 
positions: (1) That without actual knowledge of and 
reliance upon the powers of delegation contained in the 
articles at the time of the transaction the ostensible 
authority to be derived from those powers cannot be 
set up; (2) that even where the other party does know of 
the powers of delegation contained in the articles of 
association, and even though such powers are so wide as 
to include delegation to “any person’’—the party relying 
on ostensible authority may still be put on inquiry by 
reason of the particular transaction not being a likely 
one to be entrusted to the particular officer purporting 
to exercise the power. 

As to this second point, it will be remembered that it 
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was an assistant branch manager of the company (de- 
scribed on the bills as Manchester manager for the 
defendant company) who drew the bills on behalf of the 
company. Mr. Justice Wright thought he was for such 
a purpose within the category of possible “persons,” 
whereas the Court of Appeal came to the conclusion that 
such a servant could not reasonably be assumed to be 
entrusted with the power of drawing bills, and that the 
party taking the bills was put on inquiry. 

It is worth noting that the Court of Appeal also 
decided the case against the bank (as holders of the bills 
suing the drawers) on the ground that the bills were 
forgeries throughout, and based that decision on the 
authority of Ruben v. Great Fingall (Consolidated) 
(1906) A.C. That is to say, quite apart from any con- 
tention by the holders of reliance on the powers of dele- 
gation where the bills were in themselves forgeries, as 
these were, then the doctrine did not apply—we presume 
in the absence of some specific “holding out” by the 
company of the person signing. 

It would be interesting to know what those of our 
readers who are engaged in practical banking would 
think the right conclusion to come to in a case such as 
the Kreditbank case. Discounting a company’s nego- 
tiable paper (as in other cases of negotiable paper) is 
always open to the risk of forgery, and the consequent 
question of section 24 of the Bills of Exchange, but it has 
always been felt that at least one could generally rely 
on the proviso and preclude the company from setting 
up forgery or want of authority where officials who might 
by the articles have been empowered to sign have in 
fact done so. But it is worth noting that the Court of 
Appeal in Houghton’s case expressly explained the case 
of Biggerstaff v. Rowatts Wharf, Limited, on the ground 
that ‘there the agent whose authority was relied on had 
been acting to the knowledge of the company as a manag- 
ing director, and the act done was within the ordinary 
ambit of the powers of a managing director in the trans- 
action of the company’s affairs.’’ In the Kreditbank case 
the discounters of the bills were unable to recover : 
(1) Because “the Manchester manager” was held not 
reasonably to be assumed to have powers to draw bills 
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on behalf of the company, notwithstanding the wide 
powers of delegation in the articles, and that there was 
no “holding out” of him by the company sufficient to 
bind them; and (2) because the bills as drawn by him 
were forgeries, and a nullity, and there was no act of the 
company which precluded them from setting up the 
forgery. The case stresses the risks which attend the dis- 
counting of what purports to be a limited company’s 
negotiable paper. 


Studies in Public Finance 


THE recent memorandum of American economists on the position 
of Allied debt recalls some valuable passages in “Studies in 
Public Finance” (Macmillan & Co., 1925), by Professor E. R. A. 
Seligman, one of the signatories to the present appeal, and a 
consistent advocate of broad and generous treatment of this 
problem by America. If eventually it is agreed to re-study these 
debts certain questions of comparative taxation and other 
burden during the war period can hardly be avoided.- Mr. Selig- 
man thought that, taking all the factors into consideration, it 
was questionable whether France, with its preponderance of 
indirect taxation, should enjoy the distinction of having suffered 
the heaviest tax burden in certain pre-war periods; in IgI9Q, 
immediately after the war, the real tax burden in France was in 
his view lower than in the United Kingdom and Germany, and 
perhaps lower than in the United States. In succeeding years 
the position changed considerably, especially with the heavy 
depreciation in Germany. He thought that complete figures 
would probably show the next heaviest tax burden, after Ger- 
many, in Great Britain, with a somewhat slighter burden in 
I'rance, and a much lower one in America. But there are many 
factors to be considered. Compare, for example, not only the 
success of the income tax in reaching the wealthier classes in the 
different countries, but also the actual proportion of income paid 
by the poor, the moderately rich, and the wealthy. Unfortunately 
no statistics are available for such an investigation; and, as 
Mr. Seligman shows, until they are obtained the comparative 
study of tax burdens must be continued with inadequate and 
largely approximate figures. 
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International Banking Affairs 


Central Banks’ Results—Although in the case of 
central banks profits and dividends are not their primary 
objective, it is not without interest to note that, at the 
same time when fulfilling an important public function, 
most central banks are able to secure a fair yield to their 
shareholders. Judging from the reports for 1926 avail- 
able at the time of writing, most foreign banks of issue 
were able to maintain their previous year’s dividend. 
Some of them showed an increased profit, but in no case 
has the dividend been increased, which is a commendable 
conservative decision during an abnormal period. 

The Swiss National Bank had a profit of 6,740,000 f., 
as against 6,680,000 f. for 1925. Its dividend has been 
maintained at 5 per cent. plus I per cent. extra dividend. 
The net profits of the National Bank of Roumania 
advanced from 283,046,419 lei to 341,909,211 lei. As 
the capital has been increased from 12,000,000 lei to 
100,000,000 lei, the dividend has been reduced from 598 
lei to 388 lei per share. The net profit of the Bank of 
Italy amounted to 86,000,000 lei, which enabled the bank 
to maintain its dividend of 10 per cent. Among the 
minor German banks of issue, the Badische Bank in- 
creased its profit from 1,297,523 reichsmarks to 1,335,840 
reichsmarks; the dividend has been maintained at 10 
per cent. On the other hand, the Wuerttenmbergische 
Notenbank’s profit declined from 1,229,433 reichsmarks 
to 986,740 reichsmarks. Its dividend has, nevertheless, 
been maintained at 7 per cent. Another bank of issue 
whose profits showed a decline without necessitating a 
reduction of dividend was the Hungarian National Bank, 
which distributed 10} gold crowns per share, though its 
profits were 2,600,000 gold crowns below its previous 
year’s figure. Both the Bank of Poland and the Bank of 
Danzig had to reduce their dividends by I per cent. to 
10 per cent. and 7 per cent. respectively. The Bank of 
Finland did not distribute any dividend out of its in- 
creased profits as, according to its statutes, its profits 
have to be added to its reserve. The Bank of Latvia 
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had a net profit of about 9,000,000 lats, but it had to 
decide to write off bad debts to the amount of 3,500,000 
lats. 


Capital Increases in Germany.—Encouraged by the 
success of the issues of big and medium-sized banks, 
many small local banks in Germany have decided to 
increase their capital. In many cases the new issue 
amounts to a multiple of the existing share capital. 
Most local banks are endeavouring to raise their capital 
Over 1,000,000 reichsmarks. 

One of the leading mortgage banks, the Preussische 
Pfandbriefbank, will absorb the Roggenrentenbank, 
created during the inflation period. The former will 
increase its capital by 7,000,000 reichsmarks, and will 
issue one new share to the holders of each Roggenrenten- 
bank shares. 


Larger French Banking Profits —With regard to the 
wide fluctuations of the franc during 1926, the results 
of the French banks for 1926 are particularly interesting. 
Most leading institutions show an increase of net profits, 
and will pay a higher dividend. This is all the more 
significant as, in contrast with previous years, the advance 
is not counteracted by a depreciation of the franc. On 
the contrary, as the value of the franc was higher on 
December 31, 1926, than a year ago, the real progress 
is more pronounced than would appear from a mere 
comparison of figures. It ought not to be forgotten, 
however, that during a great part of the year the value 
of the franc was well below its previous year’s level, so 
that a substantial part of the profits was made under 
the effect of temporary high prices. As the price level 
has considerably declined and is likely further to decline 
in 1927, it appears that banking profits will decline 
accordingly. 


Belgian Banks’ Nominal Progress.—The difference 
between the profits of 1926 and those of 1925 is even more 
pronounced for Belgian banks than for French banks. 
In the case of the former, however, the advance of their 
profits and dividends has largely been counteracted by 
the depreciation of the currency, for, as is well known, 
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the Belgian exchange recovered only part of its deprecia- 
tion during 1926. While a year ago the Belgian franc 
was 107, at present it is 175, so that the purchasing 
power of most banking dividends is below that of the 
dividends for 1925. The progress of Belgian banks was, 
therefore, largely nominal. 


Italian Banks’ Dilemma.—The balance sheets of 
Italian banks are expected with much interest, as the 
result to be shown will largely depend upon the policy 
adopted by the boards of directors. There is no doubt 
about it that the banks had, on the whole, a good year, 
and have increased their profits. However, the Italian 
banks hold considerable participations in industrial enter- 
prises; the depreciation of shares—which reached their 
lowest point just about the turn of the year—would 
absorb their profits if they are valued according to their 
market price of December 31. In the meanwhile a 
substantial recovery has taken place, so that the losses 
suffered by banks have thus become fictitious. It may 
well be asked whether it would not be justified to value 
the shares for balance-sheet purposes on the basis of their 
present price. 


The Problem of Liauidity.—Another problem which 
Italian banks will have to solve before publishing their 
balance sheets relates to their liquidity. By means of 
forced conversion, their holding of short-term Treasury 
Bills was transformed into long- term bonds before the 
turn of the year. If this change is recorded in their 
balance sheets, it will bring about a rather unfavourable 
change in the ratio between their liquid assets and their 
current liabilities. A change of this nature may have 
serious effects, so it is possible that the banks may not 
record it until the next balance sheet. In the meantime 
they will be able to unload a great part of their long-term 
bonds, thus restoring their liquidity. 


Swiss Banks’ Quiet Progress.—Changes in the balance 
sheets of Swiss banks are less sensational than those of 
the above-mentioned countries. Most of them disclose 
a moderate increase of profits. In most cases the divi- 
dend remained unchanged. The Zurich banking house, 
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A. G. Leu & Co., provides one of the few exceptions. It 
maintains the dividend of 8 per cent. on the preference 
shares, and resumes the payment of 5 per cent. on the 
ordinary shares. 

Dr. Alfred Sarasin, vice-president of the Swiss Na- 
tional Bank, has been appointed president of that bank, 
in the place of Dr. Usteri, who died a few weeks ago. 


Recovery in Denmark.—Denmark’s recovery from her 
post-war banking crisis—which was, comparatively speak- 
ing, more severe than in any other country—is making 
further headway. For the first time since its collapse in 
1926 the Danske Landmandsbank showed a net profit 
(amounting to 3,600,000 kroner). The annual report 
states that it has become possible to create at last a 
favourable basis for a definite reorganization of the bank. 
It is well known that the Government, which has guaran- 
teed the bank’s deficit, intends to issue an external loan— 
presumably in Amsterdam—to discharge its liabilities. 

The Copenhagen Private Bank closed the year with 
a profit of 3,500,000 kroner, and will distribute a dividend 
of 5 per cent., against nil last year. The Handelsbank 
will maintain its dividend of 8 per cent. Although its 
profit was smaller than in 1925, it was not necessary to 
write off such a large amount as in 1925 for bad debts. 


Polish Banks’ Bad Y ear.—In spite of the trade revival 
in Poland during the second half of last year, many banks 
were unable to recover the losses suffered through the 
economic crisis. Some of them have lost a substantial 
portion of their capital. The prospects for 1927 are much 
more favourable, not only because of better business 
conditions, but also on account of the elimination of a 
large number of weak banks. 


Mushroom Banks in Roumania.—The increase of the 
number of mushroom banks in Roumania is regarded 
with concern in financial circles there. During 1926 
seventy-six new banks were established, with a total 
capital of 350,000,000 lei. It is regarded as desirable 
to follow Poland’s example in fixing a minimum limit 
to the capital of banks by means of legislation. 
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Developments in Baltic States Simultaneously with 
the conclusion of customs union between Estonia 
and Latvia, an interesting banking deal between both 
countries is announced. The Credit Bank of Riga will 
increase its capital, and part of the new shares will be 
taken over by the Estonian banking house of Scheel & Co. 

The leading Finnish joint stock bank, the Nordiska 
Foreningsbanken, has decided to increase its capital from 
200,000,000 marks to 240,000,000 marks. Of the new 
shares, 25,000,000 will be offered to the old shareholders 
at the rate of 175 marks for 100 nominal. It is believed 
that many other Finnish banks are desirous to follow 
this example, so as to adjust their capital to their in- 
creased requirements. They are, however, handicapped 
by the stamp duty of 4 per cent. on new issues. 


Central European Events.—Negotiations are in pro- 
gress for the sale of part of the Anglo-International 
Bank’s holding in the Anglo-Czechoslovakian Bank to 
Czechoslovak banking interests. The Bohemian Discount 
Bank is mentioned as the most likely buyer. The Anglo- 
International Bank will retain a controlling interest in 
its subsidiary. Owing to Austria’s economic recovery, 
foreign capital is taking a greater interest in Austrian 
banking. The Prudential Assurance Company has ac- 
quired a block of shares in the Oesterreichische Credit- 
Anstalt. A Swiss-American financial group has acquired 
a block of shares in the Vienna Kompassbank. In 
Hungary, the outstanding banking event of the month 
was the British-Hungarian Bank’s decision to increase 
its capital to 12,000,000 pengos. It is believed that the 
process witnessed in Germany will repeat itself in Hun- 
gary; within the next few months several leading banks 
are expected to increase their capital. Part of the new 
shares are likely to be placed in London. 


The Société Générale’s Capital 
THE directors of the Société Générale recommended to an extra- 
ordinary shareholders’ meeting an increase of the bank’s capital 
by the issue of new shares with plural votes. At present the 
bank has one million shares, held by 121,000 shareholders. 
U2 
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Some Branches of Liverpool 
and Martins Bank 
By Professor C. H. Reilly, F.R.I.B.A. 


R. ROBERT HOLLAND MARTIN, in his 
annual address as chairman of Liverpool and 


Martins Bank, said that in future this bank was 
going to take the greatest care in the selection of the 
architects it employed over its new buildings, in order 
that these buildings should at least do no damage to 
their surroundings. He instanced, in addition, how at 
York they had saved to the town a fine old medieval 
structure and had converted it to their purpose without 
spoiling its character. These are fine sentiments, and it 
is good to have them from the head of a bank with so 
many hundreds of branches as this one, a bank, too, 
which is continually extending the sphere of its opera- 
tions. That the chairman should make this statement 
at the annual meeting of his shareholders, when accord- 
ing to modern custom he is expected not only to review 
the affairs of his particular bank, but to make a states- 
manlike pronouncement on the trade of the country at 
large, if not of the world, shows that at last the great 
bankers are awakening to their responsibilities to the 
community in this respect. Judging, too, from the 
branches of Messrs. Martins Bank in the south of England, 
such as that at Bromley, by the late Ernest Newton, R.A., 
as compared with some of the northern branches before 
the amalgamation took place, one would be right, I 
imagine, in giving a good deal of the credit for this new 
policy to Mr. Holland Martin’s own initiative. It has 
been under his chairmanship, also, that the scheme for 
the great new headquarters in Liverpool, to cost about 
£500,000, has been carried through, and a limited com- 
petition held for it among some of the best architects, 
young or old, from Liverpool or London, that could be 
chosen, regardless of any private affiliations. 

The bank illustrated on page 261 is the Chester branch, 
built some twenty years ago by Messrs. Douglas and 
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THE YORK BRANCH OF THE BANK OF LIVERPOOL AND MARTINS 


Fordham, the well-known Chester architects. It is, as 
| will be seen, a very elaborate and expensive piece of 
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work, built with the laudable intention of doing justice to 
Chester. A later generation may question the wisdom 
of building in so archeological a manner in a town where 
there are still a few, very few, genuine old black-and-white 
timber buildings left.. They may question, too, whether 
it is possible, with the proportions required by the big 
ground story of a modern bank, to make a satisfactory 
composition in this medieval style. In an old house of 
this kind the overhanging upper stories always over- 
power the lower. With a bank the reverse has almost 
of necessity to be the case. ‘‘Almost” is a saving word, 
for at York this bank had planted itself in a genuinely 
old building, and has not interfered with the proportions 
of the stories. It has allowed the upper to remain domi- 
nant. It is very interesting to compare the illustration 
of the genuine timber building with the imitation one at 
Chester. It will be noticed how in the old building at 
York the timber framing really seems to do its work. 
The diagonal struts have all the appearance as well as 
the reality of holding the building up. In the modern 
Chester building the diagonal bracing pieces seem mere 
decoration, as, indeed, they probably are. There is a 
vigour about this old York building which the modern 
one, in spite of all the money spent on it, lacks. 

The new work at York appears to be confined to the 
ground floor, and has been executed very cleverly by 
Messrs. Brierley and Rutherford, architects, of that town. 
In their treatment of it, however, they have gone back 
to the Gothic mullioned ty pe of window, which the build- 
ing no doubt originally possessed throughout. At some 
time in the eighteenth century Georgian sash windows 
were substituted to the first and second floors. It must 
have been a nice question for the architects to decide 
whether in their alterations to the ground floor they 
should adhere to the more modern type of window or 
not. They took the safer, but less courageous course. 
One cannot help admiring those Georgian folk who not 
only put in their own type of window, but did it so as not 
to spoil the building. There is a lightness and gaiety 
about their painted sashes which goes almost better 
with the black-and-white of the structure than the new 
“correct’’ leaded lights or iron casements (one cannot 
see which) below. 
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THE CHESTER BRANCH OF THE BANK OF LIVERPOOL AND MARTINS 


The Wolsingham branch, by Messrs. Kellet and Clay- 
ton, is a quiet little building appearing to suit very well 
its village surroundings. It is an unpretentious, yet suffi- 
ciently strong-looking structure. The cut-stone plinth 
and cut-stone frieze, with the name of the bank in good 
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lettering, just raise the type of building one degree above 
its surroundings; that is to say, they raise it just enough 
and no more. In the rough-cast story above and the 
large slate roof the domestic feeling comes back and makes 
the building fit admirably into the village street. This 
little structure with its narrow windows and_ broad 
stretch of wall between, as well as by the breadth of its 
roof, has a quietness and soberness not usually to be 
found in a new branch bank, especially in the north. A 
curious feature about this design is the staggering of the 
windows on the long front. Those on the upper story 
are not above those below, yet the result is admirable. 
By means of it stronger corners are obtained than would 
be possible otherwise with the two doors where they are. 
This little building, too, is a case where the temptation, 
almost irresistible to bankers, of putting in a corner 
canted door has been resisted, and very wisely. It is 
easy to imagine how the simplicity of this building would 
have been spoilt had one been insisted upon. 

Farnborough is another quiet little branch, not quite 
as good probably as the last. The headquarters in 
Liverpool say no architect was employed, only a firm of 
builders. One can hardly believe that. Probably the 
builders employed one themselves. Obviously the design 
has been made by a competent person. The upper 
wooden cornice and the range of six Georgian windows 
are well! detailed and come well under the plain, unbroken 
tile roof and the two symmetrically placed chimneys. 
Below that the front does not seem to hold together so 
well. The stone cornice above the bank portion is too 
strong, cutting the building in half and competing un- 
fairly with the main one above. If it had been reduced 
to a slightly projecting band the building as a whole 
would have gained. The two doorways with their stone 
surrounds are well detailed, and it is pleasant to see the 
symbol of the grasshopper used above one of them. It 
would add a great deal of interest to bank buildings if 
they all had some crest or sign of this kind on them. Why 
not hang out in every village and town a replica of the 
hanging sign over the headquarters in Lombard Street ? 
Good lettering, such as this bank again has, is a great 
thing, but signs, carved as the grasshopper here or hanging 
and painted ones, would add a picturesque touch which 
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FHE FARNBOROUGH BRANCH OF THE BANK Ol 
AND MARTINS 


no lettering can do. Folk, too, would get to know the 
sign of each bank and be interested in it. The bankers 
have copied the brewers in so many bad things, such as 
corner entrances, polished mahogany and cut-glass par- 
titions, that they need not have any scruples in sharing 
with them such’a good one as their revived use of good 


signs, hanging or otherwise. 
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BOOK REVIEWS 


WITH the issue of the “Official Papers,” the imposing 
list of Professor Marshall’s works comes to an end. His 
case is surely one of the most interesting in the annals of 
economic life. Here is no case of a man leaping into 
fame after a lifetime of neglect. On the contrary, he 
enjoyed throughout the greater part of his life great 
fame, and, through his students, great influence. The 
paradox of his career lies in the fact that the ideas which 
made him famous were never systematically collected 
or published until his career was almost at an end, or 
until after it was ended. His “System” was elaborated 
early in his life; it is only after his decease that the 
elements in that system are fully revealed, and can be 
appreciated by a generation of students to whom his fame 
was largely a matter for surprise. 

The official papers here gathered together by the 
pious hands of Mr Keynes comprise evidence and 
memoranda on monetary problems submitted to three 
celebrated Commissions : to the Royal Commission on the 
Depression of Trade and Industry, 1886; the Gold and 
Silver Commission of 1887; and the Fowler Committee 
on Indian Currency in 1899. There are further reprinted 
here the statement and evidence given before the Royal 
Commission on the Aged Poor (1893), and two State 
papers: Marshall’s answers to the “ Examination Paper” 
set by the Royal Commission on Local Taxation to the 
economists of the country in 1897, and, lastly, the cele- 
brated memorandum on the Fiscal Policy of Inter- 
national Trade, written in 1903, though only published 
in 1908. The evidence before the Commission on the 
Aged Poor shows Marshall’s mind at its worst; the 
monetary evidence shows it at its best. In this evidence 
there is established Marshall’s right to be regarded as 





* “Official Papers.’’ By Alfred Marshall. (Macmillan & Co., 1os. 6d. net.) 
‘Monetary Reconstruction.’” By R. E. Hawtrey. (Longmans, tos. 6d. net.) 
“Controlling the Output of Gold.” By R. A. Lehfeldt. (London: General 
Press, Is. net.) 
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the author of the theory of purchasing power parity ; of 
the doctrine that demand for currency is a demand to 
hold currency rather than to spend it; of the important 
doctrine—never fully grasped until restated by Professor 
Cannon in recent years—that a fall in the value of a 
currency can occur even in the absence of any change in 
its volume, “if the credit of a currency falls”; of impor- 
tant contributions to the doctrine of the “real rate of 
interest.’’ Recent discussions of monetary matters 
have used these important ideas as sharp-edged hatchets 
to cut a way through the jungle of monetary mismanage- 
ment; it is only with the publication of these papers that 
one can realize how much Marshall contributed to the 
construction of the tools they have used. 

One of Marshall’s greatest merits is his happy use of 
simple analogies; his most celebrated is, perhaps, the 
one of the man and the ship, used to illustrate his view 
of the relationship between changes in rates of exchange 
and other changes. “If a man is in the cabin of a ship 
only ten feet high, and the ship sinks down twelve feet 
into a trough, his head will be broken against the roof 
of the cabin. This argument implicitly assumes that 
when the ship falls he will not fall. But really the law of 
gravitation acts on him and on the ship together. He 
does not break his head against the roof of the cabin, 
because there is a natural law which makes him move 
together with the ship. In just the same way the change 
in the exchange is itself a part of a more sweeping change.”’ 
Here is another happy illustration: “Almost any cur- 
rency of which the position is certain will do its work 
fairly well. Frequent changes in its basis disturb expecta- 
tions, upset reasonable calculations, and infuse a spirit 
of unrest into business. They may all aim at increased 
certainty, but their effect must on the balance be in- 
creased uncertainty. They resemble the frequent w akings 
of a patient in order to administer sleeping draughts.’ 

Mr. R. E. Hawtrey has taken advantage of the neces- 
sity for a second edition of his collected essays on mone- 
tary subjects to add thereto a new chapter on the “ Return 
to Gold.”’ This—the eighth in the book—is a marvel 
of compression. In rather less than forty pages Mr. 
Hawtrey deals with the American and British credit 
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situation during the years preparatory to the gold stan- 
dard; philosophizes on the situation since; deals with 
Mr. Keynes, and outlines also the problems of the future. 
With so many different and difficult points to handle, it 
is not surprising that the essay makes somewhat difficult 
reading, interesting though it is. Hawtrey shares with 
Marshall the gift of the happy phrase: “ Nature abhors 
unemployment as she abhors a vacuum. Every producer 
is a purchaser; supply is itself demand; nothing but a 
shortage of the means of payment can prevent the 
unemployed from entering into economic activity as 
fast as organization can sort them out.”” Mr. Hawtrey 
believes that we shall have to face the alternative of 
co-operating in a policy of stabilize ition o1 of governing 
our policy by reserve ratios, and “so long is the United 
States has an excess supply of gold and aims at stabiliza- 
tion, while other countries base their credit policy on 
reserve proportions, the latter will all be in that — 
of dependence which Mr. Keynes anticipated. Gold 
movements will leave the American price-level undis- 
turbed, and will produce adjustments in the price-levels 
of the other countries.”’ If England is to co-operate in a 
stabilization policy, “the Bank of England must be free, 
like the Federal Reserve Banks, to gain or lose gold, 
whenever other countries take less or more than the 
available new supply.” It is Mr. Hawtrev’s view that 
though this country could not, of course, afford to lose 
the same absolute amount of gold as the U.S.A. could, 
yet we could lose part of our supply; our gold reserves 
are “more than sufficient.’’ In fact, we managed in pre- 
war days with a reserve of hardly more than £40 millions, 
and ‘ ‘Equal security could be attained with the post- 
war price-level and volume of business with a maximum 
geld holding of, say, £60 or £70 millions.” Certainly ¢ 
reduction of the reserve ratio is a method of meeting in 
future appreciation in the world value of gold, but this 
must not be taken to imply that a loss of half our present 
reserves through an immediate policy of inflation is the 
moral to be drawn from Mr. Hawtrey’s text. His argu- 
ment throws no light upon the immediate policy which 
ought to be pursued by the Bank of England, though 
elsewhere in his essay Mr. Hawtrey does argue that 
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In the matter of security, the struggle between brains and 
brains still goes on apace, but 1927 finds John Tann—as 
in 1795—absolutely pre-eminent. 

The firm whose founder, Edward Tann, evolved the 
first “‘safe’’ have the privilege to remind you of two 
facts, viz :— 

1. That no John Tann Fire- and Burglar-Resisting 
Safe or Strong Room has ever had its contents 
destroyed or stolen. 

2. That the world’s most important financial institu- 
tions, including the Bank of England and the Royal 
Mint, place their trust in John Tann Security. 
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inflation may pay if the effects “spend themselves mainly 
in restarting industry and absorbing the unemployed, 
and cause no more than a moderate rise of prices and 
setback in the foreign exchanges.’’ But wi// inflationary 
measures “spend themselves”’ in producing these happy 
effects ? 

As befits a professor of economics in a South 
African seat of learning, Professor Lehfeldt is much more 
worried about the possibility of redundant gold supplies 
than he is about the possibility of there being “too little 
gold.’’ His booklet comes as a useful corrective to the 
gloomy forecasts of Mr. Kitchin and Professor Cassel, 
in drawing attention to the fact that the monetary 
demand for gold in the post-war world is, if anything 
not sufficierit to absorb the output, espe cially in view of 
the existing Ame rican surplus, and the substitution of 
“ eold-earning assets”’ for gold. “It often happens that a 
pious wish to possess larger reserves is expressed, but 
when it comes to actually paying for the gold, more 
economical ways are found to be good enough.” He 
therefore desires an international control over the sources 
of gold output, but we do not share his view as to -the 
relative desirability of control by an international body 
under the egis of the League of Nations and control by 
the British Empire and the United States. So long as the 
production of gold is still so largely conducted under 
the British flag, it is much better to try to get united 
action among the Imperial Governments concerned 
(including the Indian Government, for the currency 
policy of India is one of the main elements in the gold 
problem) first. The experiences of the Steel Cartel show 
how difficult it is to get agreement if a large number of 

““ Powers’ are represented, and the policy of gold control 
is itself so novel that the task of solving it should not be 
unnecessarily complicated by the intrusion of divergent 
national standpoints. Does Professor Lehfeldt really 
believe that South Africa will allow its destiny to be con- 
trolled by a body on which it might only have a minority 
representation ? 

In “ The First Year of the Gold Standard ”’ (Ernest 
3enn, Ltd., 3s. 6d. net), Professor T. E. Gregory deals in 
lucid and convincing survey with the theory and some 











( 269 ) 
T REASURY DOORS_ 


Ae 7 
hi 














Chubb’s 
Circular 
Door 
with 
Rising 
Platform 
Weight 
23 tons 


oi 


CHUBB & SON’S LOCK & SAFE Co., LTD., 


BANKERS’ ENGINEERS & STRONG ROOM BUILDERS. 
Head Office: 128 QUEEN VICTORIA STREET, LONDON, E.C.4 


Telegrams: ‘“‘ CHUBB, LONDON.” Telephone: CITY 1626. 














flo 


“A Yi, “Mss UY 


aa -1-7-\:) ae 
CASEMENTS 


ARE BRITAIN’S BEST. 


: FOR OFFICES, WARENOUSES, VILLAS, | 
i: MANS/IONS, BANAS, FACTORIES £10: 


F.BRABY & C°L? 
CLASCOW. 


ALSO AT LONDON, LIVERPOOL, 
BRISTOL & FALKIRK. 


bbb Wy 


y MME) 

















THE 
FIRST NATIONAL BANK 
OF BOSTON. 


BOSTON, MASS., U.S.A.: 
67 Milk Street. 


BUENOS AYRES: HAVANA: 
99 Florida. Pedro Gomez Mena Bldg. 


BACK NUMBERS 


THE BANKER 


Owing to the stock being practically 















sold out in certain months, difficulty 
has been experienced by readers in 
obtaining copies. The publisher will 
be grateful if readers requiring copies 
would communicate with him at 





Foreign exchange orders executed in 
the New York Market for banking 
correspondents abroad. Commercial 
banking business of all descriptions 
transacted. 











Special Representative: 
24, OLD BROAD STREET, LONDON. 








| 
9 East HARDING STREET, LONDON, E.C.4. 

































THE BANKER 





recent cases of stabilization. In the inevitable use of 
technical terms the theoretical section will doubtless 
be difficult to the general reader, just at a time when it is 
specially important that the public should understand 
as far as possible the broad essentials of return to the gold 
standard; but the subsequent international analysis, 
with ample concrete material, does much to remove that 
criticism. The book is the basis of an address to the 
British Association at the Oxford meeting in August 
19260; it is brief, and there is a certain determination 
about the attack (as in alternating criticism and bene- 
diction of Mr. J. M. Keynes) which will attract many an 
anxious student. 

In the general conclusions we are indebted to Professor 
Gregory for drawing a distinction between the short-run 
consequences of the return to gold, with their undeniable 
unpleasantness, and the long-run gains; but with some 
pluck he stands up to the argument that even the short- 
run consequences may prove, on balance, to be worth 
while contrasted merely with the short-run gains. In his 
view, the great and overwhelming merit of the gold 
standard is just that it implies a world-level of prices, 
and that changes in the position of classes and individuals, 
so far as they result from changes in prices, cannot be so 

easily attributed to the vagaries of particular politicians. 
But, as Professor Gregory recognizes, this does not decide 
the issue whether we ought to have devaluated rather 
than have insisted upon the old par of exchange, against 
which two fears operated—that of wage reductions 
against the one, and the loss of international financial 
prestige against the other. 

Of course, opportunities for the general adjustment 
of wage rates have been lost; and the author is probably 
right in concluding that the chance for a negotiated peace 
in this problem between the Government and the trade 
union movement will not recur. Present conditions 
abundantly support that view, and we shall therefore 
struggle on with particular wage reductions in particular 
industries, already overtaken so far in the unsheltered 
trades, and apparently overdue, on grounds with which 
the gold standard has nothing to do, in the sheltered 
industries. At that point fresh controversy begins. 
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The international survey is a useful summary of the 
steps which have been taken in many European countries : 
in view of the persistent efforts to reach agreement in the 
settlement of French external debt, perhaps greatest 
interest will attach to the concluding chapters dealing 
with the currency situation in France, the policy of the 
Poincaré Government, and the recommendations of the 
Committee of Experts. 


Mr. Cahill’s Report 


The Department of Overseas Trade gets far too little 
publicity for the admirable reports on economic and 
industrial conditions which its commercial counsellors 
prepare from time to time; for example, all Parliamen- 
tarians, writers, and others would have an infinitely 
better grasp of the problems of French industrial recovery, 
currency, stabilization, and debt redemption if they were 
familiar with the detailed statement just prepared by 
Mr. J. R. Cahill, a comprehensive review of French 
economic conditions in 1925 and 1926, coming right down 
to practically the end of the latter year. 

In an introductory chapter Mr. Cahill deals with the 
odd contradiction of French prosperity. As in other 
countries, there has been general transformation to large 
scale business; banking on joint stock lines has almost 
completely submerged private banking within the last 
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quarter of a century; even the Bank of France operates 
250 offices of its own, and employs nearly 14,000 persons, 
in addition to 350 correspondents. But British students 
who emphasize the importance of agriculture in France 
will observe that she is gradually reducing the pre- 
dominance of that phase of her national economy, 
although it is still true that her population remains far 
more agricultural than industrial. The shortage of agri- 
cultural labour has been met by imported assistance 
from Spain, Italy, Belgium, Czechoslovakia, Poland ; and 
the problem has been simplified to some extent by the 
introduction of motor-driven machinery and appliances, 
with State aid for the instalment of electricity in rural 
districts, a movement which is described as making 
immense progress. Some authorities have placed the 
numbers of imported workers as high as three millions; 
and when France faces a definite return to currency 
stabilization, with the inevitable restriction of business 
which is part of the price, it is feared that many of these 
migrants will be compelled to return to their own lands. 

The devastated areas are now practically restored. 
But for Great Britain, and other countries still trying 
to drive a bargain in debt settlement with the French 
Government, main interest must lie in the resolute 
financial measures of August 1926. At the time they 
produced a great impression; as Mr. Cahill recalls, they 
aimed at a ‘Teal balancing of the Budget, the relief of 
the exchequer, the reduction of the floating debt, and 
the stabilization of the currency. The test must, however, 
be very severe. Mr. Cahill contends that if present 
political conditions were to remain stable for a certain 
period so as to allow the realization of the measures 
already taken and the endurance of public confidence, 
and if an early settlement of the question of the inter- 
allied indebtedness of France to Great Britain and 
America were effected, it seems probable that the general 
and the concrete conditions for the permanent restora- 
tion of French public finance would then be assured. 
Is France equal to such a strain? That is, in effect, 
the central problem which this admirable document, 
Jaden with information on economic and _ industrial 
conditions, suggests. 
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ANALYSIS OF 





HE sixty-ninth ordinary general meeting 
of the shareholders of Lloyds Bank, 


L.td., was held at the Cannon Street 
Hotel, London, on February 4. Mr. J. 
Beaumont Pease (chairman of the bank) 


presided. 


In moving the adoption of the report, the 
chairman said : If you turn to our report and 
balance sheet you will see some interesting 
changes. The capital, as compared with the 
previous year, shows an increase of £1,437,290, 
owing to the issue of ‘‘B” shares which you 
received in the early part of last vear. The 
current, deposit, and other accounts show an 
increase of nearly £9,000,000, a very gratify- 
ing feature, especially when it is remembered 


that these figures are exclusive of our 
Egyptian business, which has been sold; 
while the acceptances, etc., are lower by 


43 730,000. 


On the assets side of the balance sheet cash 
is up by more than £3,500,000, and with the 
addition of the next item, namely, balances 
with, and cheques in course of collection on, 
other banks in the British Isles, makes up 
for a fall of a similar amount under money 
at call and short notice. Bills of exchange 
have increased by more than ¢: 
whereas Treasury Bonds and other British 
investments are over {7,000,000 less than last 
vear There is very little change in our 
other investments, but our advances show 
the large increase of 411,400,000, and bank 


45,500,000, 


premises are up by £660,000, 


Our net profit for the year amounts to 
{£2,523,583, which, though slightly less than 
a year ago, is*sufficient to provide for our 
usual dividend’ on the ‘‘A”’ shares and the 
maximum of 5 per cent. on the “‘B” shares, 
while enabling us to make the substantial 
allocations of £250,000 to bank premises and 
£300,000 to staff superannuation fund, which 
we recommend in the report. 


Our advances, as you will see, represent 
almost exactly half the total amount of our 
assets, and make the largest demands on our 
time and require a fuller share of scrutiny 
and attention on the part of our able officials 
than any other heading in our balance sheet. 
Towards the end of last year I had all the 
figures taken out, classified, and carefully 
analysed The classification is by trades, 
and is based on the industrial grouping 
system adopted by the Federation of British 
Industries 


The first point which the analysis brings 
out is interesting. Taking the total number 
of all our overdrawn accounts, we find that 
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our average overdraft is £1,204. The three 
largest sections, i.e. personal and_ profes- 
sional, agriculture and retail, cover 83°9 per 
cent. of the total overdrafts, namely : 


R No. of Amount. Average 
Personal and accounts. millions). overdraft. 
professional 79,347 £43°5 £545 
Agriculture 20,987 £18°5 {8381 
Retail 21,668 £13z°2 £010 


That is to say, 84 per cent. of our borrowers 
have average overdrafts of no more than 
614, accounting for 43 per cent. of our total 
overdrafts. 


During the year the overdrafts, strictly so 
called, increased {10,800,000, equal to 6 per 
cent., and the number of overdrawn accounts 
has increased 9,882, equal to 6°7 per cent 


Some of the larger increases are as follows: 


Averaxe 
Total. Increase. overdraft. 
i r] i 
Agriculture 18,503,000 1,619,000 SStr 
Personal and 
professional 43,537,000 1,532,000 545 
Retail 13,223,000 1,026,000 610 
Local au- 


thorities 
Iron and steel 
Coal 


7,0 5,000 
3,174,000 
3,890,000 


700,000 5,494 
525,000 7934 
> 


415,000 12,925 


The figures for cotton are misleading, as so 
much of the finance of this commodity is 
done by way of acceptances. The actual 
figures appearing in our overdrafts are : 

Avera 


Total Increase. overdiatt. 
4 4 £ 

Cotton 3,808,000 691,000 15,350 

Other sections which show decreases are 
as follows : venie 
. , Total. Decrease. overdraft. 
Chemicals and ‘ P ‘ 

fertilizers .. 594,000 122,000 6,337 
Oils and fats 1,670,000 318,000 16,216 
Paper, printing 

and publish- 

ing 1,818,000 376,000 3,024 


I will not trouble you with further statistics, 
but I think you will agree that these figures 
are interesting, and as time goes on I believe 
they will become increasingly valuable. 

THE OBLIGATIONS OF A BANK. 

It is easy, perhaps, to criticize others, but 
I am anxious that the bank, too, should play 
its part in promoting the prosperity of the 
country, and that it should co-operate to 


this end with all others whose objects are 
the same and whose desire is the improve- 
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ment and not the destruction of our social 
and economic fabric. 


You have gone through with me the figures 
of the report and balance sheet for the last 
year, and I think from the point of view of 
shareholders you have reason to be satisfied. 
Your dividend has been maintained; the 
internal strength of your property has been 
largely increased; while last year you were 
given a bonus in the shape of ‘‘B” shares. 
As employers, too, I think you may be con- 
tent that the interests of those whom you 
employ have not been forgotten, as the 
salary account, pension fund, widows and 
orphans scheme, provident and insurance, 
profit sharing, and other funds all testify 
over a considerable period of years. But I 
believe you realize that a bank does not 
exist only, or even mainly, for its share- 
holders and employees. It has many public 
obligations, and it is only fair to say that our 
friendly critics recognize that the process of 
what is called socialization has been followed 
in the conduct of banking business. 


That is to say that bankers are not prim- 
arily concerned in earning profits in order 
that these may be distributed in increasing 
dividends to their shareholders, but rather 
in seeing that, while a fair return to them is 
maintained, the strength of the banks 
should be continually increased, to the added 
security of the depositors, to the benefit 
of trade, to the safeguarding against any 
uutoward event, and for the preservation of 
our financial prestige in the face of all 
nations. 


We are told sometimes that we ought to 
exert ourselves more strongly in influencing 
the monetary position; that we ought to 
restrict or to enlarge the giving of credit on 
certain defined lines according to the mone- 
tary conditions at the moment. And, to a 
certain extent, that is what wedo. But our 
power is limited. It is a comparatively easy 
thing to restrict credit, and when we think 
it necessary, if there are signs of undue 
speculation or over-trading, that would be 
our policy. The increased giving of credit 
is another matter. It is impossible for us 
to insist, as a matter of principle, that our 
customers should take more loans from us 
whether we want them or not, and in any 
case the amount of credit we can give is 
governed by the amount of our resources. 


The somewhat exaggerated statement that 
every advance creates a deposit has given 
rise to a good deal of misapprehension as 
to the powers of bankers in this matter. 
Although we may be prepared to accept, 
with some reservations, the truth of this 
theory as being substantially correct for 
banks as a whole, it would not be possible 
for bankers to act upon it as a practical 
principle, because no banker can be sure, in 
granting an advance, whether it will swell 
the deposits of his own customers or those 
of another bank, and whether, therefore, 


it will have any effect upon his cash 
reserves. 


Again, it is sometimes stated that banks 
ought to establish a control of another sort 
over trading conditions. There is a very 
large body of opinion at present, and I do 
not say that there is not justification for it, 
which believes that the process of rationaliza- 
tion and amalgamation which has been 
developed to a large extent in Germany and 
America should be followed in this country 
also, and the banks should take the lead in 
forcing it on their customers. Even if I 
were of the opinion that. in any particular 
industry competition and price cutting was 
overdone, and that a rationalizing process 
to cut down overhead charges by amalgama- 
tion, grouping, or elimination of the weaker 
units would be an advantage to the trade 
as a whole—and there are some industries 
where I think this process might be of benefit 
—I should hesitate very much as a banker 
to refuse all facilities to an old and respected 
customer who was struggling to keep his 
head above water, and force him to accept 
my theory that his suicide was desirable, in 
opposition to his own views of what was 
expedient. 

THE PROSPECT. 

In a year when there has been much to 
depress us, there has, on the other hand, I 
am glad to say, been much also to justify a 
sane optimism as to the future. The world 
is slowly but surely, in my opinion, advancing 
to more normal times. At home the return 
to gold has suffered no relapse; the order 
books of the steel, iron, and shipbuilding 
trades, so long comparatively empty, are 
beginning to fill up; increasing numbers of 
blast furnaces are being blown in, and, if 
there were time, there are many other en- 
couraging features which I should like to 
touch upon. None of these, however, can 
fulfil their promise if obstacles are wilfully 
put in the way. 


i 

I had the great oteasardfWisiting America 
last autumn, and the inferest I ‘experienced 
there in everything I saw and heard was only 
equalled by the great kindness with which I 
was received. That country offers us some 
valuable lessons as to what we should strive 
for and what we should avoid. The absence 
of restrictions of trade which she enjoys 
within her own borders presents us with an 
example which Europe has been advised 
to follow in the document known as the 
Plea of the Bankers, which was published 
last October. Her greater recognition of the 
community of interest between employers 
and employed is another factor contributing 
to the unexampled prosperity she has 
experienced in recent years. We have here 
a double lesson of the truth that trade is 
not warfare, and that if trade is to flourish 
it can only be in an atmosphere free from 
disturbance. 


The report was unanimously adopted. 
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